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Short Title:  Appropriations Act of 2017. (Public)

Sponsors:

Referred to:

March 15, 2017

A BILL TO BE ENTITLED
AN ACT TO MAKE BASE BUDGET APPROPRIATION FOR CURRENT OPERADNS
OF STATE DEPARTMENTSINSTITUTIONS, AND AGENCIES, AND FOR OHER
PURPOSES.
The General Assembly of North Carolina enacts:

PART I. INTRODUCTION AND TITLE OF ACT

TITLE OF ACT
SECTION 1.1 This act shall be known as tfi€urrent Operations and Capital
Improvements Appropriations Act of 2017.

INTRODUCTION

SECTION 1.2 The appropriations made in this act are for maximum amounts
necessary to provide the services and actismpghe purposes described in the budget in
accordance with the State Budget Act. Savings shall be effected where the total amounts
appropriated are not required to perform these services and accomplish these purposes, and the
savings shall revert to theppropriate fund at the end of each fiscal year, except as otherwise
provided by law.

PART Il. CURRENT OPERATIONS AND EXPANSION/GENERAL FUND

CURRENT OPERATIONS AND EXPANSION/GENERAL FUND

SECTION 2.1 Appropriations from the General Fund of the State tloe
maintenance of the State departments, institutions, and agencies, and for other purposes as
enumerated, are made for the fiscal biennium ending June 30, 2019, according to the following
schedule:

Current Operations i General Fund FY 20172018 FY 20182019
EDUCATION

Community Colleges System Office $1,110,762,099 $1,130,467,649
Department of Public Instruction 8,999,678,792 9,340,668,173
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Appalachian State University
East Carolina University
Academic Affairs
Health Affairs
Elizabeth City State University
Fayetteville State University
NC A&T State University
NC Central University
NC State Unrersity
Academic Affairs
Agricultural Extension
Agricultural Research
UNC-Asheville
UNC-Chapel Hill
Academic Affairs
Health Affairs
AHEC
UNC-Charlotte
UNC-Greensboro
UNC-Pembroke
UNC-School of the Arts
UNC-Wilmington
Western Caraha University
WinstonSalem State University
General Administration
University Institutional Programs
Related Educational Programs
NC Schoolof Science & Math
Aid to Private Institutions

134,672,993

214,598,809
74,373,798
31,964,712
52,116,162
91,203,482
83,243,559

409,648,050
41,895,231
52,636,905
38,750,625

248,309,119
189,855,032
56,783,693
226,376,692
150,156,774
53,711,549
30,424,499
120,327,946
89,729,461
64,717,512
42,172,369
102,624,192
110,268,501
20,958,012
155,169,754

Total University of North Carolina Board of Governors 2,886,499,431

HEALTH AND HUMAN SERVICES

Department of Health and Human Services
Central Management and Support
Division of Aging & Adult Services
Division of Blind Services/Deaf/HH
Division of Child Development & Early Education
Division of Health Sevice Regulation

Division of Medical Assistance

124,254,579
45,106,213
8,418,832
268,984,429
18,438,099
3,688,012,697

Division of Mental Heah, Developmental Disabilities,

& Substance Abuse Services
NC Health Choice
Division of Health Benefits
Division of Public Health
Division of Social Services

Division of Vocational Rehabilitation

Total Health and Human Services

NATURAL AND ECONOMIC RESOURCES
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684,418,672
459,077
9,742,662
151,257,798
197,255,967
38,711,023
5,235,060,048

134,672,993

214,598,809
75,014,745
31,154,712
52,116,162
91,203,482
83,243,559

407,648,050
41,895,231
52,636,905
38,750,625

248,309,119
189,665,032
62,183,693
226,376,692
150,156,774
53,715,428
30,424,499
120,327,946
89,730,641
64,717,512
42,172,369
152,976,706
110,768,501
20,959,212
165,719,754

2,951,139,151

138,439,922
45,139,285
8,478,672
272,511,265
19,052,444

3,802,858,741

655,413,652
396,238
9,786,700
149,748,494
203,399,766
38,932,726

5,344,157905
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Department of Agriculture and Consumer Services
Department of Commerce
Commerce
Commerce Stataid
Wildlife Resources Commission
Department of Environmental Quality
Department of Labor
Department of Natural and Cultural Resources
Department of Natural and Cultural
Resource$ Roanoke Island
JUSTICE AND PUBLIC SAFETY
Department of Public Safety
Judicial Department

Judicial Departmerit Indigent Defense

Department of Justice

GENERAL GOVERN MENT

Department of Administration

Office of Administrative Hearings

Department of State Auditor

Office of State Controller

State Board of Elections

General Assembly

Office of the Governor

Office of the Governor Special Projects

Office of State Budget and Management
Office of State Budget and Management
OSBMi Reserve for Special Appropriations

Housing Finance Agency

S257PCS55078MLxfr-10 [v.5] Senate Bill 257

127,483,175

140,647,735
15,275,793
10,678,051
70,669,650
17,531,715

175,344,439

555,571

1,977,021,279
516,549,931
120,413,821

55,904,112

62,265,447
5,906,579
13,585,122
23,579,858
6,600,070
65,126,273
5,887,379
2,001,625
8,009,843
2,000,000

10,660,000

125,111,877

134,736,660
15,175,793
10,72,605
71,154,583
17,736,687

173,625,934

555,51

1,996,753,751
523,749,357
121,363,932

56,445,076

62,596,178
6,004,787
13,737,445
23,949,466
6,662,401
65,531,379
5,945,252
2,001,625
8,084,541
2,000,000
10,660,000
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Department ofnsurance

Office of Lieutenant Governor
Military and Veterans Affairs
Departmat of Revenue
Department of Secretary of State

Department of State Treasurer
State Treasurer
State Treasurdr Retirement for Fire
and Rescue Squad Workers

DEPARTMENT OF INFORMATION TECHNOLOGY

RESERVES, ADJUSTMENTS AND DEBT SERVICE

Contingency & Emergency Fund

Other Operating Reserves

Classification and Compensati@ystem
StatutoryPay Plan Reserve

Workers Compensation Settlement Reserve
Salary Adjustment Fund

University System Enrollment Reserve

Film and Entertainment Grant Fund
Suppkement Disaster Recovery Act
Matching Funds for Disaster Recovery
Enterprise Resource Planning

NC Promise Tuition Plan

Public Schools Average Daily Membership Reserve

Debt Service
General Debt Service
Federal Reimbursement

TOTAL CURRENT OPERATIONS 1
GENERAL FUND

GENERAL FUND AVAILAB ILITY STATEMENT

40,450,888 40,849,376
793,477 771,266
10,302,913 8,372,298
84,702,526 85,540,885
13,070,985 13,281,617
4,802,959 4,821,416
27,645,361 27,995,361
51,515,580 51,661,844
5,000,000 5,000,000
500,000 500,000
3,900,000 7,800,000
20,365,62 21,503,791
2,000,000 0
5,000,000 5,000,000
46,571,112 94,734,518
15,000,000 15,000,000
70,000,000 0
80,000,000 0
3,000,000 10,000,000
0 11,000,000
0 48,410,289
727,166,339 770,458,736
1,616,380 1,616,380

$22,879,102,000 $23,445,125,555

SECTION 2.2(a) The General Fund availability used ieveloping the 2012019

fiscal biennial budget is shown below:

Unappropriated Balance

Disaster Recovery Appropriatio(S.L. 2016124)
Transfer From Savings Reserve

Revied Unappropriated Balance

Paged Senate Bill 257

FY 2017-2018
$ 208,607,416

FY 20182019
$ 306,975,383

(200,928,370) 0
100,928,370 0
108,607,416 0
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Over Collections FY 20147
Reversions FY 20187
Replenish Savings Reser{& L. 2016124)
Earmarkings of Year End Fund Balance:
Savings Reserve
Repairsand Renovations
Beginning Unreserved Fund Balance

Revenues Based on Existing Tax Structure

Non-tax Revenues

Investment Income

Judicial Fees

Disproportionate Share

Insurance

Master Settlement Agreement (MSA)
Other NonTax Revenues

Subtotal Nontax Revenues

Total General Fund Availability
Adjustments to Availability: 2017 Session

Tax Law Changes
Diversion of Taxes fom ShoriTermLease

or Rental of Motor Vehicles to Highway Fund

Diversion b Savings Reserv&(L. 20175)

Divert Additional MSA funds to Golden Leaf

580,600,000
271,000,000
(100,928,370)

(263,000,000)
(120,000,000)
476,279,046

22,303,700,000

60,100,000
240,900,000
164,700,000

75,500,000
127,200,000
180,600,000
849,000,000

23,628,979,046

(323,700,000)

(10,000,000)
0
(10,000,000)

Transfer from Federal Insurance Contributions Act (FICA) 1,500,000

Transfer to Medicaid Transformation Fund
Trarsfer from Department of Insurance

Transfer from théepartmenbdf the Statelreasurer

Subtotal Adjustments to Availability: 2017 Sesion

Revised General Fund Availability
Less General Fund Net Appropriation

Unappropriated Balance Remaining

(75,000,000)
660,204
(5,463,867)

(422,003,663)

$ 306,975,383

0
0
306,975,383

23,299,200,000

60,600,000
240,500,00
149,600,000

75,500,000
127,200,000
182,900,000
836,300,000

24,442,475,383

(709,500,000)

(10,000,000)
(91,455,000)
(10,000,000)
0
(75,000,000)
1,056,527
(5,445,410)

(900,343,883)

$23206,975383 $23,542,131,500

(22,900,000,000 (23,445,125,5565

$ 97,005,945

SECTION 2.2(b) Notwithstanding the provisions @&.S.143G4-3(a), the State
Controller shall trasfer a total of one hundradenty million dollars ($1@,000,000) from the

unreserved fund balance to the Repairs and Renovations Reserve on June 30, 2017. This
subsection becomes effective June 30, 2017. Funds transferred under this section to the Repairs

and Renovations Reserve are appropriated for the-2018 fiscal year and shall bsadin

accordance with Section 3605this act.

SECTION 2.2(c) Notwithstanding G.S.143G4-2, the State Controller shall
transfer a total of three hundred skthyeemillion nine hundred twentgight thousand three

hundred seventy dollars ($363,928,370) from the unreserved fund balance to the Savings

Reserve Account on June 30, 2017. This transfer is ntagpropriation made by laivas that
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phrase is used in Sectigiil) of Article V of the North Carolina Constitution. This subsection
becomes effective June 30, 2017.

SECTION 2.2(d) Notwithstanding any other provision of law to the contrary,
effective June 30, 2017, one million five hundred thousand dollars ($QE)drom the NC
FICA Account (Budget Code 24160/Fund Code 2000) shall be transferred to the State
Controller to be deposited in the appropriate budget code as determined by the State Controller.
These funds shall be used to support the General Fund apficos as specified in this act for
the 20172018 fiscal year.

SECTION 2.2(e) The State Controller shall reserve from funds available in the
General Fund the sum of seveffitye million dollars ($75,000,000) in nonrecurring funds for
the 20172018 fis@l year and the sum of seveiftye million dollars ($75,000,000) in
nonrecurring funds for the 204819 fiscal year. The funds reserved in this subsection shall be
transferred and deposited in the Medicaid Transformation Fund established in Sectidh 12H.2
of S.L. 2015241. Funds deposited in the Medicaid Transformation Fund do not constitute an
"appropriation made by lalvas that phrase is used in Section 7(1) of Article V of the North
Carolina Constitution.

SECTION 2.2(f) Funds reserved in the MedidaContingency Reserve established
in Section 12H.38 of S.L. 201¥00 do not constitute drappropriation made by latvas that
phrase is used in Section 7(1) of Article V of the North Carolina Constitution.

SECTION 2.2(g) G.S.105187.9(a) reads as rewsn:

"(a) Distribution.T FaxesOf the taxescollected under this Article at the rate of eight
percent{8%)-(8%), the sum of ten million dollars ($10,000,000) shall be credited annually to
the Highway Fund, and the remainddrall be credited to the Geaé Fund. Taxes collected
under this Article at the rate of three percent (3%) shall be credited to the North Carolina
Highway Trust Fund.

SECTION 2.2(h) Subsection (g) of this section is effere when this act becomes
law and applies to taxes colledten or after that date.

PART lll. CURRENT OP ERATIONS/HIGHWAY FUN D

CURRENT OPERATIONS AND EXPANSION/HIGHWAY FUND

SECTION 3.1 Appropriations from the State Highway Fund for the maintenance
and operation of the Department of Transportation and for pilm@oses as enumerated are
made for the fiscal biennium ending June 30, 2019, according to the following schedule:

Current Operations i Highway Fund FY 20172018 FY 20182019
Department of Transportation
Administration $ 96,416,366 $ 94,370,410
Division of Highways
Administration 34,782,224 34,782,224
Construction 76,100,000 76,100,000
Maintenance 1,389,482,939 1,440,670,935
Planning and Research 0 0
OSHA Program 358,030 358,030
State Aid to Municipalities 147,500,000 147,500,000

Intermodal Divisons
Ferry 44,983,375 44,983,375
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Public Transportation 92,527,592 92,527,592
Aviation 94,312,773 104,012,773
Ralil 43,659,362 43,850,362
Bicycle and Pedestrian 724,032 724,032
Governols Highway Safety 255,367 255,367
Division of Motor Vehicles 127,2%,318 124,525,997
Other State Agencies, Reserves, Transfers 33,270,363 38,801,934
Capital Improvements 9,616,700 8,600,000
Total Highway Fund Appropriations $2,191,246,441 $2,252,063,031

HIGHWAY FUND AVAILAB ILITY STATEMENT
SECTION 3.2 The Highway knd availability used in developing the 262019
fiscal biennial budget is shown below:

Highway Fund Availability Statement FY 20172018 FY 20182019
Unreserved Fund Balance $ 0 $ 0
Estimated Revenue 2,179,096,441 2,237,763,031
Adjustment to Revenue Avability:

Division of Motor Vehicles Hearing Fees 2,150,000 4,300,000

Highway Use Tax Lease Proceeds 10,000,000 10,000,000
Total Highway Fund Availability $2,191,246,441 $ 2,252,063,031
Unappropriated Balance $ 0 $ 0

PART IV. HIGHWAY TRU ST FUND APPROPRIATIONS

HIGHWAY TRUST FUND A PPROPRIATIONS

SECTION 4.1 Appropriations from the State Highway Trust Fund for the
maintenance and operation of the Department of Transportation and for other purposes as

enumerated are made for the fiscal biennium ending 30, 2019, according to the following
schedule:

Current Operations i Highway Trust Fund FY 20172018 FY 20182019
Program Administration $ 35,156,560 $ 35,156,560
Debt Service 52,160,868 50,036,452
Turnpike Authority 49,000,000 49,000,000
State Portg\uthority 45,000,000 45,000,000
Transfer to Highway Fund 400,000 400,000
FHWA State Match 4,640,000 4,640,000
Strategic Prioritization Funding Plan for

Transportation Investments 1,361,257,401 1,402,087,304
Total Highway Trust Fund Appropriations $1,547614,829 $1,586,320,316

HIGHWAY TRUST FUND A VAILABILITY STATEMEN T
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SECTION 4.2 The Highway Trust Fund availability used in developing the
20172019 fiscal biennial budget is shown below:

Highway Trust Fund Availability FY 20172018 FY 20182019
Unreseved Fund Balance $ 0 $ 0
Estimated Revenue 1,547,614,829 1,586,320,316
Adjustment to Revenue Availability 0 0
Total Highway Trust Fund Availability $1,547,614,829 $ 1,586,320,316
Unappropriated Balance $ 0 $ 0

PART V. OTHER APPROPRIATIONS

CASH BALANCE S AND OTHER APPROPRIATIONS

SECTION 5.1(a) Cash balances, federal funds, departmental receipts, grants, and
gifts from the General Fund, revenue funds, enterprise funds, and internal service funds are
appropriated for the 2032019 fiscal biennium as fallvs:

(1) For all budget codes listed in the Govetadkecommended Budget for the

20172019 fiscal biennium, dated March 2017, and in the Budget Support

Document, fund balances and receipts are appropriated up to the amounts

specified, as adjusted by theeral Assembly, for the 204018 fiscal

year and the 2018019 fiscal year. Funds may be expended only for the

programs, purposes, objects, and line items or as otherwise authorized by the

General Assembly. Expansion budget funds listed in those docsiraent

appropriated only as otherwise provided in this act.

(2) Notwithstanding the provisions of subdivision (1) of this subsection:

a. Any receipts that are required to be used to pay debt service
requirements for various outstanding bond issues andicads of
participation are appropriated up to the actual amounts received for
the 20172018 fiscal year and the 202819 fiscal year and shall be
used only to pay debt service requirements.

b. Other funds, cash balances, and receipts of funds that tmeet
definition issued by the Governmental Accounting Standards Board
of a trust or agency fund are appropriated for and in the amounts
required to meet the legal requirements of the trust agreement for the
20172018 fiscal year and the 202819 fiscal yea

SECTION 5.1(b) Receipts collected in a fiscal year in excess of the amounts
appropriated by this section shall remain unexpended and unencumbered until appropriated by
the General Assembly, unless the expenditure of overrealized receipts in theydecah
which the receipts were collected is authorized by the State Budget Act. Overrealized receipts
are appropriated in the amounts necessary to implement this subsection.

SECTION 5.1.(c) Notwithstanding subsections (a) and (b) of this section, ibere
appropriated from the Reserve for Reimbursements to Local Governments and Shared Tax
Revenues for each fiscal year an amount equal to the amount of the distributions required by
law to be made from that reserve for that fiscal year.

OTHER RECEIPTS FROM PENDING GRANT AWARDS

SECTION 5.2(a) NotwithstandingG.S.143G6-4, State agencies may, with
approval of the Director of the Budget, spend funds received from grants awarded subsequent
to the enactment of this act for grant awards that are for lesswiamillion five hundred
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thousand dollars ($2,500,000), do not require State matching funds, and will not be used for a
capital project. State agencies shall report to the Joint Legislative Commission on
Governmental Operations within 30 days of receiumth funds.

State agencies may spend all other funds from grants awarded after the enactment of
this act only with approval of the Director of the Budget and after consultation with the Joint
Legislative Commission on Governmental Operations.

SECTION 5.2(b) The Office of State Budget and Management shall work with
the recipient State agencies to budget grant awards according to the annual program needs and
within the parameters of the respective granting entities. Depending on the nature of the award,
additional State personnel may be employed on a-timiged basis. Funds received from such
grants are hereby appropriated and shall be incorporated into the authorized budget of the
recipient State agency.

SECTION 5.2(c) Notwithstanding the provisions tiis section, no State agency
may accept a grant not anticipated in this act if acceptance of the grant would obligate the State
to make future expenditures relating to the program receiving the grant or would otherwise
result in a financial obligation asconsequence of accepting the grant funds.

EDUCATION LOTTERY FU NDS/CHANGES TO REVENUE
ALLOCATIONS/NEEDS -BASED CAPITAL FUND
SECTION 5.3(a) The appropriations made from the Education Lottery Fund for
the 20172019 fiscal biennium are as follows:
FY 2017-2018 FY 20182019

Noninstructional Support Personnel $372,266,860 $372,266,860
Prekindergarten Program 78,252,110 78,252,110
Public School Building Capital Fund 100,000,000 100,000,000
NeedsBased School Capital Fund 75,000,000 75,000,000
Scholarshipsdr Needy Students 30,450,000 30,450,000
UNC NeedBased Financial Aid 10,744,733 10,744,733
SchootBased Administrator Compensation 28,004,257 33,668,556
TOTAL APPROPRIATION $694,717,960 $700,382,259

SECTION 5.3.(b) G.S.18C-162 reads as rewritten:
"§ 18C-162. Allocation of revenues.

(@) The Commission shall allocate revenues to the North Carolina State Lottery Fund in
order to increase and maximize the available revenues for education purposes, and to the extent
practicable, shall adhere to the follogiguidelines:

(1) At least fifty percent (50%) of the total annual revenues, as described in this
Chapter, shall be returned to the public in the form of prizes.

(2) At least thirtyfive percent (35%) of the total annual revenues, as described
in this Chaper, shall be transferred as providedars.18CG-164.

3) No more than eight percent (8%) of the total annual revenues, as described
in this Chapter shall be allocated for payment of expenses of the Lottery.

(4)  No more than seven percent (7%) of the face value of tickets or shares, as
described in this Chapter, shall be allocated for compensation paid to lottery
game retailers.

(al) Advertising costs shall not exceed twercent (2%) of the total annual revenues, as
described in this Chapter.
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SECTION 5.3(c) G.S.18CG-163(b) reads as rewritten:
"(b) Expenses of the lottery shall also inclueal of the following:

(1) A transfer of two million one hundred thousanidllars ($2,100,000)
annually to the Department of Public Safety, Alcohol Law Enforcement
Branch, for gambling enforcement activities.

(2)  Aduvertising costs.

SECTION 5.3.(d) G.S.18C164 reads as rewritten:

"8 18G164. Transfer of net revenues.

é
(b)  From-the EducationtLotteryFund{hee Office of State Budget and Management

shall transfeany a-sum-egquat-to-five-percent{5%)-of-thet revenuen excess of the amount
appropriatedrom the Education Lottery Fund in a fiscaf-the—prieryear to the Edeation

Lottery Reserve Fund. A special revenue fund for this purpose shall be established in the State
treasury to be known as the Education Lottery Reserve Fund, and that fundeshapped
atmaintain a minimum balance bfty m|II|on dollars ($50 OO(DOO)—Memes+n4he—Edueaﬂen

; s , is section

(e) H#-Notwithstanding the minimum balance requirement contained in subsection (b) of
this section, ifthe actual net revenues dess than the appropriation for that given year, then
the Governomayshalltransfer from the Education Lottery Reserve Fund an amount sufficient
to equal the appropriation by the General Assembdythe extent that the funds described in
this subsectiomre required to be appropriated, they are hereby appropriated for the purpose set
forth in this subsection.

& Actaal-netrevendes—in-excess—of-the—amounts—approprated-in—a-fiscal-year shall
remain in the Education Lottery Fuhd.

SECTION 5.3(e) Thereis created the Need®ased Public School Capital Fund to
be administered by the Superintendent of Public Instruction. The Fund shall be used to award
grants to counties designated as development tier one or development tier two, as defined by
G.S.143B437.08, to assist with their critical public school building capital needs. The
Superintendent of Public Instruction shall award grants to counties in accordance with the
following priorities:

(1) Counties designated as development tier one areas.

(2) Counties with greater need and less ability to generate sales tax and property

tax revenue.

3) Counties with a high deltb-tax revenue ratio.

(4) The extent to which a project will address critical deficiencies in adequately
serving the current and future statdeopulation.

SECTION 5.3(f) Grant funds awarded under this section shall be subject to a

matching requirement from the recipient county as follows:

(1) For a county designated as a development tier one area, the grant shall not
exceed two dollars ($200 in grant funds for every one dollar ($1.00)
provided by the county.

(2) For a county designated as a development tier two area, the grant shall not
exceed one dollar ($1.00) for every one dollar ($1.00) provided by the
county.

The total amount awarded @& single county in a fiscal year shall not exceed ten
million dollars ($10,000,000). The total aggregate amount awarded from the Fund in a fiscal
year shall not exceed one hundred million dollars ($100,000,000). Grant funds shall be used for
new capitalprojects only. Grant funds shall not be used for real property acquisition or for
operational lease agreements.
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SECTION 5.3(g) On or before April 1 of each year, a grant recipient shall submit
to the Superintendent of Public Instruction an annual refuortthe preceding year that
describes the progress of the project for which the grant was received. The grant recipient shall
submit a final report to the State Superintendent of Public Instruction within three months of
the completion of the project.

SECTION 5.3.(h) On or before May 1 of each year, the Superintendent of Public
Instruction shall submit a report to the chairs of the Senate Appropriations Committee on
Education/Higher Education, the chairs of the House Appropriations Committee on Education,
and the Fiscal Research Division. The report shall contain at least all of the following
information for the fiscal year:

(2) Number and description of projects awarded.

(2)  Total cost of each project and amount supported by the Fund.

3) Projections foradcal school administrative unit capital needs for the next 30

years, based upon present conditions and estimated demographic changes.

(4)  Any legislative recommendations for improving the Fund program.

CIVIL PENALTY AND FO RFEITURE FUND
SECTION 5.4.(a) Appropriations are made from the Civil Penalty and Forfeiture
Fund for the fiscal biennium ending June 30, 2019, as follows:
FY 20172018 FY 20182019

SchoolTechnology Fund $18,000,000 $18,000,000
State Public School Fund 155,754,970 155,754,970
Total Appr opriation $173,754,970 $173,754,970

SECTION 5.4.(b) Excess receipts realized in the Civil Penalty and Forfeiture Fund
in each year of the 2012019 fscal biennium shall remain unspent until appropriated by a
further act of the General Assembly.

INDIAN G AMING EDUCATION REVE NUE FUND

SECTION 5.5 NotwithstandingG.S.143G9-7, the sum of six million dollars
($6,000,000) in each year of the 2eA019 fiscal biennium is transferred from the Indian
Gaming Education Revenue Fund to the Department of Publicudtisn, Textbooks, and
Digital Resources Allotment.

DISASTER RELIEF FUND ING

SECTION 5.6.(a) Funding.i Of the funds appropriated in this act to the State
Emergency Response and Disaster Relief Fund, the sum of one hundred fifty million dollars
($150,0@,000) shall be used as follows:

(1) Eighty million dollars ($80,000,000) to provide the State match for federal

disaster assistance programs.

(2) Seventy million dollars ($70,000,000) to provide further relief to areas
assisted financially under S.L. 260184. Funds described in this subdivision
may be expended only upon a further act of the General Assembly.

SECTION 5.6.(b) Limitation.7 The Governor may not use the funds described in
subsection (a) of this section to make budget adjustments B8et43G6-4 or to make
reallocations undelG.S.166A-19.40(c). Nothing in this subsection shall be construed to
prohibit the Governor from exercising the Govetaaauthority under these statutes with
respect to funds other than those described in subseajionthis section.

SECTION 5.6.(c) No Reversion of Fund$. Funds described in subsection (a) of
this section shall remain available to implement the provisions of this section until the General
Assembly directs the reversion of any unexpended and umdecad funds.
G.S.143G6-23(f1)(1) shall not apply to funds described in subsection (a) of this section.
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PART VI. GENERAL PRO VISIONS

CONTINGENCY AND EMER GENCY FUND LIMITATIO N
SECTION 6.1 G.S.143G4-4(b) reads as rewritten:

"(b) Authorized Usesi Notwithstanding any other provision of law, funds appropriated
to the Contingency and Emergency Fund may be used only for expenditures required: (i) by a
court or Industrial Commission order, (ii)) to respond to events as authorized under
G.S. 166A 19. 40(a) ofthe North Carollna Emergency Management Aart(ii)—fer—other
gincibg. the State
Treasurer to pay death benefrts as authorrzed under Artlcle 12A of Chapter 143 of the General
Statute, (iv) by the Office of the Governor for crime rewards in accordance Guith15-53
andG.S.1553.1, (v) by the IndustridCommission for supplemental awards of compensation,
or (vi) by the Department of Justite pay prevailing party legal fees puratigo court order.

ESTABLISHING OR INCR EASING FEES

SECTION 6.2(a) NotwithstandingG.S.12-3.1, an agency is not required to
consult with the Joint Legislative Commission on Governmental Operations prior to
establishing or increasing a fee to the leughorized or anticipated in this act.

SECTION 6.2(b) NotwithstandingG.S.150B-21.1A(a), an agency may adopt an
emergency rule in accordance wihS.150B-21.1A to establish or increase a fee as authorized
by this act if the adoption of a rule wouldhetwise be required under Article 2A of Chapter
150B of the General Statutes.

EXPENDITURES OF FUNDS IN RESERVES LIMITE D
SECTION 6.3 Article 4 of Chapter 143C of the General Statutes is amended by
adding a new section to read:
"8 143G4-8. Use of fundsappropriated to a reserve.
All funds appropriatednto a reserve bya Current Operations Appropriatiodst or other
act of the General Assembigay be expended only for tipeirpose opurposes for which the
reservewvasestablished.

CAP STATE FUNDED PORTION OF NONPROFIT SAL ARIES
SECTION 6.4. Article 6 of Chapter 143C of the General Statutes is amended by
adding a new section to read:
"8 143G6-21.1. Limitation on use of State funds for nonprofit salaries.
No more than one hundred twenty thousand dol$i®0,000) in State fundéncluding
any interestearnings accruing from those fundsay be used for the annual salary of any
individual employee of a nonprofit organization

MSA FUND/INCREASE APPROPRIATION TO GOLDE N L.E.A.F.
SECTION 6.5 G.S.143G9-3(al) reads as rewritten:

"(al) Each year, the sum éérwenty million dollars ($16,000,000%20,000,000¥rom
the Settlement Reserve Fund is appropriated to The Golden L.E.A.F.-{leong Economic
Advancement Foundation), Inc., a nonprofit corporatiowl, these funds shall not be subject to
G.S.143G6-23. The remainder of the funds credited to the Settlement Reserve Fund each
fiscal year shall be transferred to the General Fund and included in General Fund availability as
nontax revenue.

CLARIFY BASE BUDGET DEFINITION
SECTION 6.6.(a) G.S.143G1-1(d) reads as rewritten:
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"(d) Definitions.i The following definitions apply in this Chapter:

(1)

(1c)

é

(28)

é

Appropriation.T An enactment by the General Assembly authorizing the
withdrawal of money from the State treasUANn enactment by the General
Assembly that authorizes, specifies, or otherwise provides that funds may be
used for a particular purpose is not an appropriation.

Base Budgeti That part of the recommended State budget that provides the
baseline dr the next biennium. The base budget for each State agency shall
be the authorized budget for that agency with adjustments only for the
following:

a. Annualization of programs and positions.

b. Reductions to adjust for items funded with nonrecurring fuhotsg
the prior fiscal biennium.

C. Increases to adjust for nonrecurring reductions during the prior fiscal
biennium.

d. Adjustments for federal payroll tax changes.

e. Rate increases in accordance with the terms of existing leases of real
property.

f. Adjustments to receipt projections, made in accordance with

G.S.143G3-5(b)(2)c.
g. Reconciliation of intragovernmental and intergovermental transfers.
h. Adjustments for statutorgppropriations.

Statutory appropriation. An appropriation that ahbrizes the withdrawal of
funds from the State treasury during fiscal years extending beyond the
current fiscal biennium, without further act of the General Assembly.

SECTION 6.6.(b) G.S.115G562.8(b) reads as rewritten:

"(b) The General Assembly fils that, due to the critical need in this State to provide
opportunity for school choice for North Carolina students, it is imperative that the State provide
an increase of funds of at least ten million dollars ($10,000,000) each fiscal year for 1@ years t
the Opportunity Scholarship Grant Fund Reserve. Therefore, there is appropriated from the
General Fund to the Reserve the following amounts for each fiscal year to be used for the
purposes set forth in this section:

Fiscal Year Appropriation

20172018 $44,840,000
20182019 $54,840,000
20192020 $64,840,000
20202021 $74,840,000
20212022 $84,840,000
20222023 $94,840,000
20232024 $104,840,000
20242025 $114,840,000
20252026 $124,840,000
20262027 $134,840,000

For the 20272028 fiscal year and each fisgeear thereafter, there is appropriated from the
General Fund to the Reserve the sum of one hundredféantymillion eight hundred forty
thousand dollars ($144,840,000) to be used for the purposes set forth in this _daction.
developing for a fiscal @& the base budget, as defineddr5.143G1-1, the Director of the

Budget shall include the appropriated amount set forth in this subsection for that particular

fiscal year:
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SECTION 6.6.(c) Section 11A.3(i) of S.L. 20184 reads as rewritten:

"SECTION 11A.3.(i) Subsections (a) and (b) of this section apply beginning with the
20162017 school yearSubsectiohs—{g)-aslibsection(h) of this sectionbecembecomes
effective July 1, 2017.

SECTION 6.6.(d) Subsection (a) of this section becomes effectivg 112017,
and applies beginning with the base budget developed for the2B0B8fiscal year. The
remainder of this section is effective when it becomes law.

USE OF STATE FUNDS/BMPLOYMENT OF OUTSIDE COUNSEL
SECTION 6.7.(a) G.S.147-17 reads as rewritte
"8 14717. May employ counsel in cases wherein State is interested.

@) No department, officer, agency, institution, commission, bureau or other organized
activity of the State which receives support in whole or in part from the State shall esploy
private counsel, except with the approval of the Governor. The Governor shall give his
approval only if the Attorney General has advised him, as provided in subsection (b) of this
section, that it is impracticable for the Attorney General to render thedegyices. In any case
or proceeding, civil or criminal, in or before any court or agency of this State or any other state
or the United States, or in any other matter in which the State of North Carolina is interested,
the Governor may emplasueh-spegit-privatecounsel as he may deem proper or necessary to
represent the interest of the State, and may fix the compensation for their services.

(b)  The Attorney General shall be counsel for all departments, officers, agencies,
institutions, commissions, beeus or other organized activities of the State which receive
support in whole or in part from the State. Whenever the Attorney General shall advise the
Governor that it is impracticable for him to render legal services to any State agency, officer,
institution, commission, bureau or other organized activity, or to defend a State employee or
former employee as authorized by Article 31A of Chapter 143 of the General Statutes, the
Governor may authorize the employmensaéhprivatecounsel, as in his judgmeg should be
employed to render such services, and may fix the compensation for their services.

(c) The Governor may direct that the compensation fixed under this sectispeaal
private counsel shall be paid out of appropriations or other fundstecetlh the appropriate
department, agency, institution, commission, bureau, or other organized activity of the State or
out of the Contingency and Emergency Fund.

(cl) Notwithstanding subsection (c) of this sectamdG.S.143G4-4(b), no State funds
shal be withdrawn from the Staté&reasuryto pay for litigation services provided lpyivate
counselexceptas expressly authorizdsy an appropriation of the General Assemibi\s used
in_this subsection, litigation services includegal work conducted in #gipation of or in
preparation fgrany suit or actionAs used in this section, private counsel includes any licensed
attorney retained, engaged, or otherwise representilepartment, officer, agency, institution,
commission, bureawr other organize activity of the State butioesnot incluce a licensel
attorney who blds a permanenbudgetedposition in either the Department of Justice or the
applicabledepartment, officer, agency, institution, commission, bureauother organized
activity of theState

(d) In those instances when a department, officer, agency, institution, commission,
bureau, or other organized activity of the State which receives support in whole or in part from
the State shall emplogrivate counsel other than the Attorney Gealeas permitted by law,
such employed counsel shall allocate authority between counsel and the State client in
conformance with Rule 1.2 of the North Carolina Rules of Professional Conduct. In those
instances where more than one counsel is providing tegegsentation, counsel, or service on
a legal matter on behalf of a State client, the client shall designate in writing which of its legal
counsel possesses final decismaaking authority on behalf of the State client, and other
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co-counsel shall, consmstt with the Rules of Professional Conduct, cooperate with such
designated lead counsel.

SECTION 6.7.(b) G.S.114-2.3 reads as rewritten:
"§ 1142.3. Use of private counsel limited.

(@) Every agency, institution, department, bureau, board, or commissithe State,
authorized by law to retain private counsel, shall obtain written permission from the Attorney
General prior to employing private counsel. This section does not apply to counties, cities,
towns, other municipal corporations or political swiglons of the State, or any agencies of
these municipal corporations or political subdivisions, or to county or city boards of education.

(b)  Article 2A of this Chapter applies to any contract to retain private counsel
authorized by the Attorney Generalder this section.

(c) Except as provided i6.S.147-17, the Attorney General shall represent the State in
any action requiring the State to be a party ul@&.1-72.3.

(d) No State funds shall be withdrawn from the State treasury to pay for litigation
services provided by private counsel except as expressly authorized by an appropriation of the
General AssemblyAs used in this subsection, litigation services include legal work conducted
in_anticipation of or in preparation forany suit or actionAs used in this section, private
counsel includes any licensed attorney retained, engaged, or otherwise representing a
department, officer, agency, institution, commission, byreaother organized activity of the
Statebut does not include a licensed atiey who holds gpermanentbudgetedposition in
either the Department of Justice or the applicable department, officer, agency, institution,
commission, bureawr other organized activity of the Stéte.

SECTION 6.7.(c) G.S.136-18.03(b) reads as rewritte

"(b) Authorization.7 The Department of Transportation may engage the services of
private counsel with the pertinent expertise to provide legal services related to any project
undertaken by the Department. The Department shall supervise and manageatbepunsel
engaged under this section and, excluding legal services related to wodmpensation
claims brought by Department employees, shall not be required to obtain written permission or
approval from the Attorney General underS.1142.3.G.S.147-17(cl) andG.S.1142.3(d)
do not apply to this sectidn.

SECTION 6.7.(d) G.S.20-194(b) reads as rewritten:

"(b) In the event that a member of the Highway Patrol or any other State
law-enforcement officer is sued in a civil action as an individoahkcts occurring while such
member was alleged to be acting within the course and scope of his office, employment,
service, agency or authority, which was alleged to be a proximate cause of the injury or damage
complained of, the Attorney General is &gy authorized to defend such employee through the
use of a member of his staff or, in his discretion, employ private counsel, subject to the
provisions of Article 31A of Chapter 143 a@dS—34#7-G.S.147-17(a)through(c) and (d).

Any judgment rendeckas a result of said civil action against such member of the Highway
Patrol or other State |laenforcement officer, for acts alleged to be committed within the
course and scope of his office, employment, service, agency or authority shall be paid as an
expense of administration up to the limit provided in the Tort Claims'Act.

SECTION 6.7.(e) G.S.143B-30.1(g) reads as rewritten:

"(g) In the discretion of the Commissio,.S.1142.3 andG.S.147-17(a) throughte)

(c1) shall not apply to the Commissiontlie Commission is being sued by another agency,
institution, department, bureau, board, or commission of the State, whether such body is created
by the Constitution or by statute. The chairman, upon approval of a majority of the
Commission, may retain pate counsel to represent the Commission to be paid with available
State funds to defend such litigation either independently or in cooperation with the
Department of Justice. If private counsel is to be so retained to represent the Commission, the
chairman shall designate lead counsel who shall possess final demsiking authority with
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respect to the representation, counsel, or service for the Commission. Other counsel for the
Commission shall, consistent with the Rules of Professional Conduct, caopétiatsuch
designated lead counsel.
SECTION 6.7.(f) G.S.143G6-9 reads as rewritten:

"8143G6-9. Use of lapsed salary savings.

(a) Lapsed salary savings may be expended only for nonrecurring purposes or line
items.

(b) Lapsed salangavingsshall notbe used tgay for litigation services provided by
private counselAs used in this subsection, litigation servied@sl private counselreas defined
in G.5.14717(cl) and5.S.114-2.3(d)."

PENDING LITIGATION

SECTION 6.8 Any reference to either theteée Board of Elections or the State
Ethics Commission in either this act or the ComeeitReport described in Section 36f2his
act does not constitute a waiver by the General Assembly regarding the validity and
constitutionality of S.L. 201-B.

PART VII. PUBLIC SCHOOLS

FUNDS FOR CHILDREN WITH DISABILITIES
SECTION 7.1(a) The State Board of Education shall allocate additional funds for
children with disabilities on the basis of four thousand one hundred tfreatgollars and
twenty-seven cents ($425.27) per child for fiscal years 202018 and 201-2019. Each local
school administrative unit shall receive funds for the lesser of (i) all children who are identified
as children with disabilities or (ii) twelve and ehalf percent (12.5%) of its 2@42018
allocated average daily membership in the local school administrative unit. The dollar amounts
allocated under this section for children with disabilities shall also be adjusted in accordance
with legislative salary increments, retirement rate adjests, and health benefit adjustments
for personnel who serve children with disabilities.
SECTION 7.1(b) G.S.115G105.25(b) reads as rewritten:
"(b) Subject to the following limitations, local boards of education may transfer and may
approve transfersf funds between funding allotment categories:
(1) Repealed by Session Laws 263@0, s. 8.14, effective July 1, 2013.
(1a) Funds for echildren—with—disabilities,—careesreer and technical
edueationeducatiorand other purposes may be transferred onlyeasitted
by federal law and the conditions of federal grants or as provided through
any rules that the State Board of Education adopts to ensure compliance with
federal regulations.
(1b) No fundsshall be transteed out of the children with disabilitiedl@ment

category

e

FUNDS FOR ACADEMICAL LY GIFTED CHILDREN

SECTION 7.2(a) The State Board of Education shall allocate additional funds for
academically or intellectually gifted children on the basis of one thousand three hundred
fourteen dollars andifty -six cents ($1,314.56) per child for fiscal years 2Q018 and
20182019. A local school administrative unit shall receive funds for a maximum of four
percent (4%) of its 2022018 allocated average daily membership, regardless of the number of
children identified as academically or intellectually gifted in the unit. The dollar amounts
allocated under this section for academically or intellectually gifted children shall also be
adjusted in accordance with legislative salary increments, retiremenadpaistments, and
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health benefit adjustments for personnel who serve academically or intellectually gifted
children.
SECTION 7.2(b) G.S.115G105.25(b) is amended by adding a new subdivision
to read:
"(3b) No funds shall be transferred out of taxgadengally or intellectually gifted
childrenallotment category.

SUPPLEMENTAL FUNDING IN LOW -WEALTH COUNTIES

SECTION 7.3.(a) Use of Funds for Supplemental FundiiigAll funds received
pursuant to this section shall be used only (i) to provide instructpogtions, instructional
support positions, teacher assistant positions, clerical positions, school computer technicians,
instructional supplies and equipment, staff development, and textbooks and digital resources
and (ii) for salary supplements for insttional personnel and instructional support personnel.
Local boards of education are encouraged to use at least #innpercent (25%) of the funds
received pursuant to this section to improve the academic performance of children who are
performing atLevel | or Il on either reading or mathematics -@fidjyrade tests in grades three
through eight.

SECTION 7.3.(b) Definitions.7 As used in this section, the following definitions

apply:

(1) Anticipated county property tax revenue availabilityThe couny-adjusted
property tax base multiplied by the effective State average tax rate.

(2)  Anticipated total county revenue availabilityThe sum of the following:

a. Anticipated county property tax revenue availability.

b. Local sales and use taxes receivgdhg county that are levied under
Chapter 1096 of the 1967 Session Laws or under Subchapter VIII of
Chapter 105 of the General Statutes.

C. Fines and forfeitures deposited in the county school fund for the most
recent year for which data are available.

3 Anticipated total county revenue availability per studénthe anticipated
total county revenue availability for the county divided by the average daily
membership of the county.

(4)  Anticipated State average revenue availability per studenihe sumof all
anticipated total county revenue availability divided by the average daily
membership for the State.

(5)  Average daily membershifi. Average daily membership as defined in the
North Carolina Public Schools Allotment Policy Manual adopted by the
Stae Board of Education. If a county contains only part of a local school
administrative unit, the average daily membership of that county includes all
students who reside within the county and attend that local school
administrative unit.

(6) County-adjustel property tax basé.Computed as follows:

a. Subtract the presenise value of agricultural land, horticultural land,
and forestland in the county, as definedaGrs.105-277.2, from the
total assessed real property valuation of the county.

b. Adjust theresulting amount by multiplying by a weighted average of
the three most recent annual sales assessment ratio studies.

C. Add to the resulting amount the following:
1. Presenuse value of agricultural land, horticultural land, and

forestland, as defined iG.S.105-277.2.
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(7)

(8)

(9)
(10)

(11)

(12)

(13)

(14)

(15)

(16)

(17)

2. Value of property of public service companies, determined in
accordance with Article 23 of Chapter 105 of the General
Statutes.

3. Personal property value for the county.

Countyadjusted property tax base per square niil&he county-adjusted
property tax base divided by the number of square miles of land area in the
county.

County wealth as a percentage of State average wéalomputed as

follows:

a. Compute the percentage that the county per capita income is of the
State gr capita income and weight the resulting percentage by a
factor of fivetenths.

b. Compute the percentage that the anticipated total county revenue
availability per student is of the anticipated State average revenue
availability per student and weightethresulting percentage by a
factor of fourtenths.

C. Compute the percentage that the cotadjusted property tax base
per square mile is of the Staddjusted property tax base per square
mile and weight the resulting percentage by a factor oftemi.

d. Add the three weighted percentages to derive the county wealth as a
percentage of the State average wealth.

Effective county tax ratei The actual county tax rate multiplied by a

weighted average of the three most recent annual sales assesdment ra

studies.

Effective State average tax rateThe average of effective county tax rates

for all counties.

Local current expense funds. The most recent county current expense

appropriations to public schools, as reported by local boardsuchgan in

the audit report filed with the Secretary of the Local Government

Commission pursuant 8.S5.115G447.

Per capita incomd. The average for the most recent three years for which

data are available of the per capita income according tonthe recent

report of the United States Department of Commerce, Bureau of Economic

Analysis, including any reported modifications for prior years as outlined in

the most recent report.

Sales assessment ratio studieSales assessment ratio studiedfgrmed by

the Department of Revenue uné2iS.105-289(h).

State average adjusted property tax base per square niite sum of the

countyadjusted property tax bases for all counties divided by the number of

square miles of land area in the State

State average current expense appropriations per stiidEme most recent

State total of county current expense appropriations to public schools, as

reported by local boards of education in the audit report filed with the

Secretary of the Local @ernment Commission pursuant@sS.115G447.

Supplant.i To decrease local per student current expense appropriations

from one fiscal year to the next fiscal year.

Weighted average of the three most recent annual sales assessment ratio

studies.i The weighted average of the three most recent annual sales

assessment ratio studies in the most recent years for which county current
expense appropriations and adjusted property tax valuations are available. If
real property in a county has been reedlwne year prior to the most recent

Senate Bill 257 S257PCS55078MLxfr-10 [v.5]



OCoO~NOOUIDA WNPE

General Assembly Of North Carolina Session 2017

sales assessment ratio study, a weighted average of the two most recent sales
assessment ratios shall be used. If property has been revalued the year of the
most recent sales assessment ratio study, the sales assassimdat the

year of revaluation shall be used.

SECTION 7.3(c) Eligibility for Funds.i Except as provided in subsection (g) of
this section, the State Board of Education shall allocate these funds to local school
administrative units located in whot# in part in counties in which the county wealth as a
percentage of the State average wealth is less than one hundred percent (100%).

SECTION 7.3.(d) Allocation of Fundsi Except as provided in subsection (f) of
this section, the amount received perrage daily membership for a county shall be the
difference between the State average current expense appropriations per student and the current
expense appropriations per student that the county could provide given théscongiatyh and
an average efforto fund public schools. To derive the current expense appropriations per
student that the county could be able to provide given the ceumtalth and an average effort
to fund public schools, multiply the coufgywvealth as a percentage of State avevaggdth by
the State average current expense appropriations per student. The funds for the local school
administrative units located in whole or in part in the county shall be allocated to each local
school administrative unit located in whole or in parthe county based on the average daily
membership of the coursy students in the school units. If the funds appropriated for
supplemental funding are not adequate to fund the formula fully, each local school
administrative unit shall receive a pro rate® of the funds appropriated for supplemental
funding.

SECTION 7.3.(e) Formula for Distribution of Supplemental Funding Pursuant to
This Section Only.i The formula in this section is solely a basis for distribution of
supplemental funding for lowvealh counties and is not intended to reflect any measure of the
adequacy of the educational program or funding for public schools. The formula is also not
intended to reflect any commitment by the General Assembly to appropriate any additional
supplemental fads for lowwealth counties.

SECTION 7.3(f) Minimum Effort Requiredi A county shall receive full funding
under this section if the county (i) maintains an effective county tax rate that is at least one
hundred percent (100%) of the effective State ayeitax rate in the most recent year for which
data are available or (ii) maintains a county appropriation per student to the school local current
expense fund of at least one hundred percent (100%) of the current expense appropriations per
student to theschool local current expense fund that the county could provide given the
countys wealth and an average effort to fund public schools. A county that maintains a county
appropriation per student to the school local current expense fund of less than drexl hun
percent (100%) of the current expense appropriations per student to the school local current
expense fund that the county could provide given the ceuwialth and an average effort to
fund public schools shall receive funding under this sectiaimeatsame percentage that the
countys appropriation per student to the school local current expense fund is of the current
expense appropriations per student to the school local current expense fund that the county
could provide given the coursywealth ad an average effort to fund public schools.

SECTION 7.3.(g) Nonsupplant Requiremerit.A county in which a local school
administrative unit receives funds under this section shall use the funds to supplement local
current expense funds and shall not saipplocal current expense funds. For the 20079
fiscal biennium, the State Board of Education shall not allocate funds under this section to a
county found to have used these funds to supplant local per student current expense funds. The
State Board oEducation shall make a finding that a county has used these funds to supplant
local current expense funds in the prior year, or the year for which the most recent data are
available, if all of the following criteria apply:
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(2) The current expense appragions per student of the county for the current
year is less than ninefywe percent (95%) of the average of local current
expense appropriations per student for the three prior fiscal years.

(2)  The county cannot show (i) that it has remedied the @eifigi in funding or
(i) that extraordinary circumstances caused the county to supplant local
current expense funds with funds allocated under this section.

The State Board of Education shall adopt rules to implement the requirements of

this subsection.

SECTION 7.3(h) Counties Containing a Base of the Armed Forces.
Notwithstanding any other provision of this section, for the 2BA19 fiscal biennium,
counties containing a base of the Armed Forces of the United States that have an average daily
memberstp of more than 23,000 studerdball receive the same amount of supplemental
funding for lowwealth counties as received in the 221 3 fiscal year.

SECTION 7.3(i) Funds for EVAAS Datal Notwithstanding the requirements of
subsection (a) of this seati, local school administrative units may utilize funds allocated
under this section to purchase services that allow for extraction of data from the Education
Value-Added Assessment System (EVAAS).

SECTION 7.3.()) Reportsi For the 20172019 fiscal bieniim, the State Board of
Education shall report to the Fiscal Research Division prior to May 15 of each year if it
determines that counties have supplanted funds.

SECTION 7.3.(k) Department of Revenue RepoitsThe Department of Revenue
shall provide tolie Department of Public Instruction a preliminary report for the current fiscal
year of the assessed value of the property tax base for each county prior to March 1 of each
year and a final report prior to May 1 of each year. The reports shall inclugectoicounty the
annual sales assessment ratio and the taxable values of (i) total real property, (ii) the portion of
total real property represented by the preseset value of agricultural land, horticultural land,
and forestland, as defined i6.5.105277.2, (iii) property of public service companies
determined in accordance with Article 23 of Chapter 105 of the General Statutes, and (iv)
personal property.

SMALL COUNTY SCHOOL SYSTEM SUPPLEMENTAL FUNDING

SECTION 7.4(a) Allotment Schedule for the 2042019 Fiscal Bienniumi
Except as otherwise provided in subsection (d) of this section, each eligible county school
administrative unit shall receive a dollar allotment according to the following schedule:

Allotted ADM Small County Allotment
0-600 $1,710000

601-1,300 $1,820,000
1,30%1,700 $1,548,700
1,70%12,000 $1,600,000
2,00%2,300 $1,560,000
2,30%2,600 $1,470,000
2,60%2,800 $1,498,000
2,80%3,200 $1,548,000

SECTION 7.4.(b) PhaseOut Provision for the 2022018 Fiscal Yeaii. If a local
schod administrative unit becomes ineligible for funding under the schedule in subsection (a)
of this section in the 20172018 fiscal year, funding for that unit shall be phased out over a
five-year period. Funding for such local school administrative unaf bk reduced in equal
increments in each of the five years after the unit becomes ineligible. Funding shall be
eliminated in the fifth fiscal year after the local school administrative unit becomes ineligible.
Allotments for eligible local school admitiative units under this subsection shall
not be reduced by more than twenty percent (20%) of the amount received in fiscal year
Senate Bill 257

Page20 S257PCS55078MLxfr-10 [v.5]



OCoO~NOOUIDA WNPE

General Assembly Of North Carolina Session 2017

20162017 in any fiscal year. A local school administrative unit shall not become ineligible for
funding if either the highegif the first two months total projected average daily membership
for the current year or the higher of the first two months total prior year average daily
membership would otherwise have made the unit eligible for funds under the schedule in
subsection (a)f this section.

SECTION 7.4.(c) PhaseOut Provision for the 2028019 Fiscal Yeari If a local
school administrative unit becomes ineligible for funding under the schedule in subsection (a)
of this section in the 2018019 fiscal year, funding for thamit shall be phased out over a
five-year period. Funding for such local school administrative units shall be reduced in equal
increments in each of the five years after the unit becomes ineligible. Funding shall be
eliminated in the fifth fiscal year &it the local administrative unit becomes ineligible.

Allotments for eligible local school administrative units under this subsection shall
not be reduced by more than twenty percent (20%) of the amount received in fiscal year
20172018 in any fiscal yeaA local school administrative unit shall not become ineligible for
funding if either the highest of the first two months total projected average daily membership
for the current year or the higher of the first two months total prior year average daily
memlership would otherwise have made the unit eligible for funds under the schedule in
subsection (a) of this section.

SECTION 7.4.(d) Nonsupplant Requirement for the 262019 Fiscal Bienniuni.

A county in which a local school administrative unit receivasls under this section shall use

the funds to supplement local current expense funds and shall not supplant local current
expense funds. For the 202919 fiscal biennium, the State Board of Education shall not
allocate funds under this section to a cguiound to have used these funds to supplant local

per student current expense funds. The State Board of Education shall make a finding that a
county has used these funds to supplant local current expense funds in the prior year or the year
for which the nost recent data are available, if all of the following criteria apply:

(1) The current expense appropriation per student of the county for the current
year is less than ninefive percent (95%) of the average of local current
expense appropriation per gant for the three prior fiscal years.

(2)  The county cannot show (i) that it has remedied the deficiency in funding or
(i) that extraordinary circumstances caused the county to supplant local
current expense funds with funds allocated under this section.

The State Board of Education shall adopt rules to implement the requirements of

this subsection.

SECTION 7.4.(e) Reportsi For the 20172019 fiscal biennium, the State Board of
Education shall report to the Fiscal Research Division prior to May 15cbffeszal year if it
determines that counties have supplanted funds.

SECTION 7.4.(f) Use of Fundsi Local boards of education are encouraged to use
at least twenty percent (20%) of the funds they receive pursuant to this section to improve the
academic prformance of children who are performing at Level | or Il on either reading or
mathematics endf-grade tests in grades three through eight.

Local school administrative units may also utilize funds allocated under this section
to purchase services thatloal for extraction of data from the Education Valsdded
Assessment System (EVAAS).

DISADVANTAGED STUDEN T SUPPLEMENTAL FUNDI NG (DSSF)

SECTION 7.5(a) Funds appropriated in this act for disadvantaged student
supplemental funding shall be used, consisiéttit the policies and procedures adopted by the
State Board of Education, only to do the following:

Q) Provide instructional positions or instructional support positions.

(2)  Provide professional development.
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(3) Provide intensive wschool or aftesschml remediation, or both.

4) Purchase diagnostic software and prograssitoring tools.

(5) Provide funds for teacher bonuses and supplements. The State Board of
Education shall set a maximum percentage of the funds that may be used for
this purpose.

The State Board of Education may require local school administrative units
receiving funding under the Disadvantaged Student Supplemental Fund to purchase the
Education ValueAdded Assessment System (EVAAS) in order to providddpth analysis of
student pedrmance and help identify strategies for improving student achievement. This data
shall be used exclusively for instructional and curriculum decisions made in the best interest of
children and for professional development for their teachers and admarstrat

SECTION 7.5(b) Disadvantaged student supplemental funding (DSSF) shall be
allotted to a local school administrative unit based on (i) thesusligible DSSF population
and (i) the difference between a teacteestudent ratio of 1:21 and the foling
teacheito-student ratios:

(1) For counties with wealth greater than ninety percent (90%) of the statewide

average, a ratio of 1:19.9.

(2) For counties with wealth not less than eighty percent (80%) and not greater
than ninety percent (90%) of thet#wide average, a ratio of 1:19.4.

3) For counties with wealth less than eighty percent (80%) of the statewide
average, a ratio of 1:19.1.

(4) For local school administrative units receiving DSSF funds in fiscal year
20052006, a ratio of 1:16. These &lcschool administrative units shall
receive no less than the DSSF amount allotted in fiscal yearZliDG

For the purpose of this subsection, wealth shall be calculated under thee&din
supplemental formula as provided for in this act.

SECTION 7.5(c) If a local school administrative utstwealth increases to a level
that adversely affects the unitlisadvantaged student supplemental funding (DSSF) allotment
ratio, the DSSF allotment for that unit shall be maintained at the prior year level dor on
additional fiscal year.

UNIFORM EDUCATION RE PORTING SYSTEM (UERS) FUNDS

SECTION 7.6. Funds appropriated in this act for the Uniform Education Reporting
System (UERS) for the 2092019 fiscal biennium shall not revert at the end of each fiscal year
butshall remain available until expended.

BUDGET REDUCTIONS/DEPARTMENT OF PUBLIC | NSTRUCTION

SECTION 7.7.(a) NotwithstandingG.S.143G6-4, the Department of Public
Instruction may, after consultation with the Office of State Budget and Management and the
Fiscal Research Division, reorganize the Department, if necessary, to implement the budget
reductions for the 2012019 fiscal biennium. Consultation shall occur prior to requesting
budgetary and personnel changes through the budget revision process. pEnemBat of
Public Instruction shall provide a current organization chart and the proposed organization
chart clearly identifying the changes for the Department in the consultation process and shall
report to the Joint Legislative Commission on GovernméDpeerations on any reorganization,
including any movement of positions and funds between fund codes on a recurring basis.

SECTION 7.7.(b) In implementing budget reductions for the 2€A¥19 fiscal
biennium, the Department of Public Instruction shall makeeduction to funding for the State
Public School Fund, including for the following residential schools: Eastern North Carolina
School for the Deaf, the North Carolina School for the Deaf, and the Governor Morehead
School, except that the Department miayits discretion, reduce positions at these institutions
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that have been vacant for more than 16 months. The Department shall also make no transfers
from or reduction to funding or positions for any of the following:
(2) Communities in Schools of Northa@blina, Inc.
(2)  Teach For America, Inc.
3) Beginnings for Parents of Children Who are Deaf or Hard of Hearing, Inc.
(4) The Excellent Public Schools Act, Read to Achieve Program, initially
established under Section 7A.1 of S.L. 2Q42.
(5)  The North Grolina School Connectivity Program.
(6) The Achievement School District.
(7) Positions appointed by and with a direct report taStaeSuperintendent of
Public Instuction including those positiongescribed in Section 7.18 this
act.

DPI/ALIGNMENT OF FEDERAL FUNDS

SECTION 7.8 The Department of Public Instruction, in consultation with the
Office of State Budget and Management, shall align federal funds to accurately reflect the
amount projected to bspent by the Department in each year of the728119 fiscal biennium
in accordance with the State Budget Act, Chapter 143C of the General Statutes, as part of the
certification of the budget for the 20PD19 fiscal biennium.

ADMINISTRATION OF TH E EXCELLENT PUBLIC S CHOOLS ACT

SECTION 7.9.(a) From the funds appropriated to implement Section 7A.1 of S.L.
2012142, as amended, for the 262019 fiscal biennium only, the Department of Public
Instruction shall use those funds for the following 13 timeted positions that support the
kindergarten througthird grade formative reading assessments pursu@ttd15G83.6:

Position Title

65017164 Project Administrator
65017165 Project Lead

65017166 Project Lead

65017167 Program Assistant V
65017169 Northeast Consultant
65017170 Southeast Consultant
65017171 North Central Consultant
65017172 Sandhills Consultant
65017173 Piedmont Triad Consultant
65017174 Southwest Consultant
65017250 Northwest Consultant
65017251 Western Consultant
65021990 Project Coordinator

SECTION 7.9.(b) The positions listed in sglction (a) of this section shall be in

addition to the 11 permanent, fdiline positions authorized by Section 7A.12 of S.L. 2042.

SECTION 7.9.(c) This section expires June 30, 2019.

SUPERINTENDENT OF PUBLIC INSTRUCTION SUP PORT STAFF

SECTION 7.10 Of the funds appropriated by this act to the Department of Public

Instruction for the 201-2019 fiscal biennium, the Superintendent of Public Instruction may use
up to four hundred thirtywo thousand six hundred forfgur dollars ($432,644) to appointy i
addition to any other personnel appointed by the Superintendent, up to fitimm&ukquivalent
exempt policymaking positions, as defined 18.S.126:5(b)(3), to staff the office of the
Superintendent and assist in the administration of the Supermmttsnduties under Article I
and Section 4(2) of Article IX of the North Carolina Constitution as an elected officer and
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member of the Council of State and as secretary and chief administrative officer of the State
Board of Education. Personnel appointedthese positions shall be exempt from the North
Carolina Human Resources Act and shall report solely to the Superintendent of Public
Instruction. The Superintendent of Public Instruction shall fix the salaries of the personnel for
the office of the Supetendent within the funds available as provided by this section. The
personnel for the office of the Superintendent of Public Instruction within the Department of
Public Instruction shall be in addition to any staff appointed to the Department in amsrda
with G.S.115G21(a)(1). The appointments shall not be subject to approval or disapproval by
the State Board of Education.

CARRYFORWARD OF CERT AIN DPI FUNDS
SECTION 7.11(a) Section 8.7(g) of S.L. 20184 reads as rewritten:

"SECTION 8.7.(g) Of thefunds appropriated to the Department of Public Instruction by
this act for the 2012017 fiscal year to supporédcher compensation models and advanced
teaching rolesthe Department may use up to two hundred thousand dollars ($200,000) for the
State Boatt of Education to contract with an independent research organization for the pilot
evaluations.Any remaining funds may be used to award funds to selected local school
administrative units for the implementation of the pilots in accordance with thisrsdetinds
appropriated to the Department of Public Instruction for the 201§ fiscal year for the pilot
and for the evaluation of the pilehall not revert at the end of the fiscal year but shall remain
available until expended.

SECTION 7.11(b) Secton 8.27(i) of S.L. 201®4 reads as rewritten:

"SECTION 8.27.(i) Use of Fundsi Of the funds appropriated to the Department of Public
Instruction for the 2012017 fiscal year to implement the LATP programs, the Department
may use up to two hundred thamsl dollars ($200,000) in nonrecurring funds for the State
Board of Education to contract with the independent research organization as required by this
section. Any remaining funds shall be used to awardyeae grants to each LATP program
selected undesubsection (c) of this section for the purposes of implementing the program.
Each selected LATP program shall be awarded a proportional amount of the funds available.
Funds appropriated to the Department of Public Instruction for the-2016 fiscal yeato
implement the LATP programs and for the evaluation oL#W€P programsshall not revert at
the end of the fiscal year but shall remain available until expehded.

SECTION 7.11(c) Section 5 of S.L. 202610 reads as rewritten:

"SECTION 5. There is apropriated from the General Fund to the Department of Public
Instruction four hundred thousand dollars ($400,000) in recurring funds for the2RQ¥6
fiscal year for salary and benefits for the ASD Superintendent, staff, and other expenses
associated witlthe ASD.Any funds appropriated for this purpose that unexpended at the
end of the 2012017 fiscal yeashall not reverbut shall remain available for ofiene startup
expenses of the ASDntil the end of the 2042018 fiscal year There is appropated from the
General Fund to the Department of Public Instruction five hundred thousand dollars ($500,000)
for the 20162017 fiscal year to contract with an independent research organization to conduct
the evaluation required in Section 4 of this &inds appropriated to the Department of Public
Instruction for the 2012017 fiscal yeafor the evaluatiorshall not revert at the end of the
fiscal year but shall remain available until expented.

SECTION 7.11(d) This section becomes effective June 30,2

PROHIBIT TRANSFER OF LIMITED ENGLISH PROF ICIENCY FUNDS
SECTION 7.12 G.S.115G105.25(b) is amended by adding a new subdivision to
read:
"(109 No funds shall be transferred out of thenited English proficiency
allotment category.
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PROHIBIT TRANS FER OF TEXTBOOKS AND DIGITAL RESOURCES FUNDS
SECTION 7.13 G.S.115G105.25 reads as rewritten:
"§ 115G105.25. Budget flexibility.

€) Consistent with improving student performance, a local board shall provide
maximum flexibility to schools in the usd funds to enable the schools to accomplish their
goals.

(b) Subiject to the following limitations, local boards of education may transfer and may
approve transfers of funds between funding allotment categories:

e
(12) No funds shall be transferred out dfettextbooks and digital resources
allotment category.

(c) To ensure that parents, educators, and the general public are informed on how State
funds have been used to address local educational priorities, each local school administrative
unit shall publistthe following information on its Web site by October 15 of each year:

e
4 A—desenpﬂen—e#anHFanste#eL&mMﬂ%he—teﬁbeeksﬂand—dlgltal

tion of

(5) A chart that clearly reflects how the local school administrative unit spent
State funds.

LIMITATIONS ON K -5 CLASSROOM TEACHER POSITIONS/PROGRAM
ENHANCEMENT TEACHERS

SECTION 7.14.(a) Section 1(a)(2) of S.L. 1995850 is repealed.

SECTION 7.14(b) Beginning with the 2012018 fiscal year, the funding
allotment for classroom teachers in the State Public School Fund shall be replaced with the
following funding allotments:

(1) Classroom teachers in grades kindergarten through five.

(2) Classroom teachers in grades six through 12.

SECTION 7.14(c) G.S.115G105.25(b) reads as rewritten:

"(b) Subject to the following limitations, local boards of education may transfer and may
appove transfers of funds between funding allotment categories:

e

(5a) Positions allocated for classroom teachers may be converted to dollar

equivalents to contract for visiting international exchange teachers through a
visiting international exchange teachprogram approved by the State.
These positions shall be converted at the statewide average salary for
classroom teachers, including benefits. The converted funds shall be used
only to provide visiting international exchange teachers with salaries
commenarate with their experience levels, to provide any Sigigroved
bonuses, and to cover the costs associated with supporting visiting
international exchange teachers within the local school administrative unit,
including programming and related activitigsmckground checks, medical
coverage, and other program administration services in accordance with the
federal regulations for the Exchange Visitor Program, 22 C.F.R. Part 62.

(5b) Except as provided in subdivision (5a) of this subsection, positionstakbca

for classroom teachers and instructional support persommgbe converted
as follows:
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a. For the allotment for classroom teachers in grasigsthrough 12
classroom teachgyositionsmay be converted to dollar equivalents
for any purpose authorizebly the policies of the State Board of
Education. These positions shall be converted at the salary on the
first step of the"A" Teachers Salary Schedul€ertified—pesition
alletment3 hese positionshall not be transferred to dollars to hire
the same typef position.
For the allotment for lassroomteachers ingrades kindergarten
throughfive, classroom teachgrositions allocated for each grade in
accordance with State Board of Education policy shall be used only
for classroom teacher positigngcludng program enhancement
teachers as defined inG.S.115G301(f)(2), serving students in
grades kindergarten through five Those positions shall not be
converted to dollar equivalents for any purpose except to contract for
visiting international exchangedchers under subdivision (5a) of this
subsection.
For the allotment for instructional support personmeiructional
support personngdositions may be converted to dollar equivalents
for any purpose authorized by the policies of the State Board of
Education.These positions shall be converted at the salary on the
first step of thé'A" Teachers Salary SchedulEhese positionshall
not be transferred to dollars to hire the same type of position.

1=

g

e."

SECTION 7.14(d) It is the intent of the General s&éembly to use the data
collected in accordance with the reporting requirements set forth in Section 2 of S49 017
fund a new allotment for kindergarten through fifth grade program enhancement teachers for
local school administrative units beginnwgh the 20182019 fiscal year.

CLASS SIZE FLEXIBILI TY FOR CURRENT PILOT PROGRAMS

SECTION 7.15(a) Section 8.7(i) of S.L. 20164 is repealed.

SECTION 7.15(b) Notwithstanding G.S.115G301 or Section 1(b) of S.L.
20179, local school administrative usi approved by the State Board of Education to
participate in the teacher compensation models and advanced teaching roles pilot program
established under Section 8.7 of S.L. 2@%6may allow a certain number of schools that were
identified in their propass to exceed individual class size requirements in kindergarten
through third grade for the duration of the pilot program ending with the-2029 school year
as follows:

(1) ChapeiHill Carrboro City Schools: 20 schools.

(2)  CharlotteMecklenburg Schost 46 schools.

3) Edgecombe County Schools: 14 schools.

(4)  Pitt County Schools: four schools.

(5) Vance County Schools: three schools.

(6)  Washington County Schools: five schools.

SECTION 7.15(c) In addition to the schools listed in subsection (b) o t
section, schools participating in the existing Project LIFT, Inc., program in
CharlotteMecklenburg Schools (CMS) may exceed individual class size requirements in
kindergarten through third grade for the duration of that program. The schools pantcipat
the Project LIFT, Inc., program are those schools within the feeder area for West Charlotte
High School governed by the collaborative agreement between the CMS Board of Education
and Project Leadership and Investment for Transformation.

SECTION 7.15(d) Subsection (b) of this section expires June 30, 2020.
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IMPROVE EDUCATION FI NANCIAL AND INFORMAT ION TRANSPARENCY

SECTION 7.16(a) The Department of Public Instructioshall implement the
School Business System Modernization Plan, as proposed byateeB®ard of Education in
the report required by Section 8.15(b) of S.L. 2046 using the funds appropriated by this act
for that purpose. It is the intent of the General Assembly to fund a multiphase, multiyear project
to (i) modernize State and locatlucation financial, human capital, and school information
systems, (ii) provide for a common reporting system and analytics system, (iii) integrate
financial, payroll, human resources, and related human capital systems through the use of a
new software aa service enterprise resource planning (ERP) solution, make enhancements to
existing local systems, or both, and (iv) link the State licensure system with the upgraded local
systems. The State Superintendent of Public Instruction (State Superintendinévedw and
improve business processes in the Department of Public Instruction, as appropriate, and
modernize State systems at the Department.

SECTION 7.16(b) The State Superintendent shall work with the Friday Institute
for Educational Innovation aorth Carolina State University, the Government Data Analytics
Center (GDAC), local superintendents, charter school leadership, and local school
administrative unit personnel administrators and finance officers to establish common data
reporting requiremdn, consistent with the Uniform Education Reporting System established
by the State Board of Education. All local school administrative units and charter schools shall
comply with the reporting requirements.

SECTION 7.16(c) Of the funds appropriated tchd Department of Public
Instruction by this act for the school business system modernization plan for the @®L7
fiscal biennium, the Department may use the sum of up to one million four hundred thirty
thousand dollars ($1,430,000) in the 22018 fisal year and one million four hundred
twenty thousand dollars ($1,420,000) in the 2089 fiscal year to establish positions, to
contract for services, or both for businsgecific project management. The State
Superintendent shall be responsible forithplementation of the activities specified under this
subsection and may appoint one of the positi@tabdished pursuant to Section 7dfGhis act
to oversee the businespecific project management required to implement the school business
system modrnization plan and other operating costs as necessary.

SECTION 7.16(d) Of the funds appropriated to the Department of Public
Instruction by this act for the school business system modernization plan for the @®L7
fiscal biennium, the Department shahnsfer up to three million two hundred fifty thousand
dollars ($3,250,000) for the 202018 fiscal year and up to two hundred fifty thousand dollars
($250,000) for the 2018019 fiscal year to GDAC to leverage existing pulplitvate
partnerships fothe development and deployment of a data integration service that consolidates
data from financial, human resources, licensure, student information, and related systems.
Implementation shall also include development and deployment of a modern analytical
platform and reporting environment. By December 1, 2017, GDAC shall execute any
contractual agreements and interagency data sharing agreements necessary to develop the
reporting system established by this section.

SECTION 7.16(e) As required by Section 8&fc) of S.L. 201604, the State
Superintendent shall issue a Request for Proposal for an ERP software as a service solution by
October 1, 2017. The State Superintendent may issue additional requests for proposals as
needed to complete the requirementsutifsection (a) of this section. The State Superintendent
shall select the vendors for the development and implementation of the ERP and other
enhancement solutions.

SECTION 7.16(f) Prior to executing any contractual agreements and interagency
data sharin@greements necessary to develop the financial reporting system as provided for in
this section, the State Superintendent shall submit to the Joint Legislative Education Oversight
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Committee (Committeeand the Fiscal Research Divisian initial report bySeptember 15,
2017, on the progress of GDACdevelopment and deployment of a data integration service
that consolidates data from financial, human resources, licensure, student information, and
related systems. The State Superintendent shall also subimieam report to the Committee
and the Fiscal Research Divisibg January 30, 2018, on the selection of a vendor for an ERP
software as a service solution. Thereafter, the State Superintendent shall submit annual reports
to the Committeeand the FiscalResearch Divisionby March 15 of each year on the
expenditure of funds for the project and progress of implementation until the completion of the
project.

SECTION 7.16(g) Funds appropriated to the Department of Public Instruction for
the 20172019 fiscé biennium to implement the school business modernization system shall
not revert at the end of the fiscal year but shall remain available until expended.

OFFICE OF CHARTER SCHOOLS/WEB-BASED RECORD AND DATA
MANAGEMENT

SECTION 7.17.(a) The Department of ublic Instruction shall use up to two
hundred thousand dollars ($200,000) each fiscal year of the-ZIY fiscal biennium to
support the purchase of a Wbhased electronic records and data reporting management system
to automate and streamline reportiaigd accountability requirements to assist the Office of
Charter Schools (OCS) in complying with the annual reporting obligations of charter schools
from the following available funds:

(1) For the 20172018 fiscal year, the Department shall use funds appted
to the Department fathe Uniform Education Reporting System (UERS)

S.L. 2015241 for the 20162017 fiscal year that were unexpended and did
not revert at the end of the 202617 fiscal year in accordance with Section
8.7 of that act.

(2) For the 20182019 fiscal year, the Department shall use funds appropriated
to the Department fAUERSby this acffor the 20172018 fiscal year that are
unexpended and do not revert at the end of the-2018 fiscal gar in
accordance with Section 708 this act.

SECTION 7.17.(b) The Department shall purchase a system pursuant to subsection

(a) of this section that meets all of the following requirements:

(1) Allows OCS to develop and assign submission types to manage compliance
with applicable law, control dmment transparency reporting, and create
and manage users and roles throughout the system.

(2) Controls collections of documents to assist in core authorizing functions,
including the charter school application and charter school renewal
processes.

(3) Provides for the visualization of academic, financial, and demographic
information for either an individual school or a portfolio of charter schools.

4) Provides for the safe and secure electronic storage of documents in a Tier 3
datacenter that meets th@léwing standards:

a. Sarbane®xley Act (SOX) compliant, including Statement on
Auditing Standards (SAS) No. 70, Statement on Standards for
Attestation Engagements (SSAE) No. 16, Service Organization
Control (SOC) No. 1, and SOC No. 2.

b. Health Insurane Portability and Accountability Act (HIPAA)
compliant, including the Office for Civil Rights (OCR) HIPAA Audit
Protocol.

C. Payment Card Industry (PCIl) Data Security Standard (DSS)
compliant.
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d. Safe Harbor certification program compliant.

STATE BOARD OF EDUCATION/USE OF STATE FUNDS
SECTION 7.18(a) G.S.115G11 reads as rewritten:
"8 115G11. Organization and internal procedures of Board.

@) Presiding Officeri The State Board of Education shall elect from its membership a
chairman and vicehairman.A majority of the Board shall constitute a quorum for the
transaction of busines$ accordance with the provisions tifis sectionPeper diem and
expenses of the appointive members of the Board shall be prolgethe—General
Assemblypursuant toG.S 138-5. The chairman of the Board shall preside at all meetings of
the Board. In the absence of the chairman, the-che@gman shall preside; in the absence of
both the chairman and the vichairman, the Board shall name one of its own members as
chairman pro tempore.

é
(b) Regular Meetings of Board. The regular meetings of the Board shall be held each
month on a day certain, as determined by the Board. The Board shall determine the hour of the

meeting, which may be adjourned from day to day, or tayacértain, until the business before
the Board has been complet&ér diem and expenses of appointive and advisory members of
the Board shall be provided fap to two business days each month forrggilar meetings of

the StatéBoard.

(b1) Annual medang with the State Board of Community Colleges and the Board of
Governors of The University of North Carolina. The State Board of Education shall meet with
the State Board of Community Colleges and the Board of Governors of The University of
North Carolinaat least once a year to discuss educational matters of mutual interest and to
recommend to the General Assembly such policies as are appropriate to encourage the
improvement of public education at every level in this State. The meeting in 1987 and every
three years thereafter shall be hosted by the University Board of Governors, the meeting in
1988 and every three years thereafter shall be hosted by the State Board of Education, and the
meeting in 1989 and every three years thereafter shall be hostece bytate Board of
Community CollegesPer diem and expenses of appointive and advisory members of the Board
shall be provided for the annual meeting required by this subsection.

(c) Special Meetingsi Special meetings of the Board may be set at any regular
meeting or may be called by the chairman or by the secretary upon the approval of the
chairman: Provided, a special meeting shall be called by the chairman upon the request of any
five members of the Board. In case of regular meetings and special meitngscretary shall
give notice to each member, in writing, of the time and purpose of the meeting, by letter
directed to each member at his home mifite address. Such notice must be deposited in the
Raleigh Post Office at least three days priorh® date of meetingAppointive and advisory
members of the Boardhall not receive per diem and expenses for special meetings of the
Board sepursuant tdhis subsection

é

)] Committees] The Board may create from its membership such committees as it
deems necessary to facilitate its business. The chairman of the Board shall with approval of the
majority of the Board appoint members to the several committees authorized by the Board and
to any additional committees which the chairman may deem to bepajzte. Appointive and
advisory members of the Boahall not receive per diem and expenses dommittee
meetings of the Boardexcept fora committee meeting held on the same dawagqular
meeting of the Boardor which per diem and expensese provided in _accordance with
subsectior{b) of this section

(f1) General Limitation orPer Diem and Expenseis.Except as otherwise provided in
this sectionand G.S.115G12.1, gpointive and advisory members of the Board shall not
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receive per diem and exp&ssfor activities of the Boardinless such per diem and expenses is
otherwise authorized by lafer an individual member of the Board serving the State in another

capacity
é lII

SECTION 7.18(b) G.S.115G12.1 reads as rewritten:
"§ 115G12.1. Training d State Board members.

The State Board of Education shall establish minimum training requirements for members
of the State Board of Education. All Board members shall participate in training programs, as
required by the State Boarder diem and expensekappointive and advisory members of the
State Board shall be providém membergor the training required by this sectibn.

SECTION 7.18(c) Article 2 of Chapter 115C of the General Statutes is amended
by adding a new section to read:
"8 115G13.5. Prohibition on use of State funds to employ private counsel in litigation

NotwithstandingG.S.1142.3 andG.S.147-17, the State Board of Education shall noeé
any State funds temploy private counsdb providelitigation servicedo the State Board of
Educdion. As used in this section, litigation services include legal work conducted in
anticipation of or in preparation for any suit or action. As used in this section, private counsel
includes any licensed attorney retained, engaged, or otherwise repigpseatBtate Board of
Education but does not include a licensed attorney who holds a permanent budgeted position in
either the Department of Justicetbe State Board of Educatidn

SECTION 7.18(d) The State Board of Education may only appoint the fahgw
personnel positions to support the meetings and direct operations of the office of the State
Board of Education:

Position number Title
(1) 65023576 Attorney I.
(2) 60009384 Attorney Il
(3) 65003194 Paralegal Il.
(4) 60095070 Administrative Assistant |

The State Board of Education may utilize other staff employed through the
Department of Public Instruction to provide administrative and technical assistance to the State
Board and to carry out the directives of the State Board.

SECTION 7.18(e) Subsedbn (c) of this section shall not apply to State funds that
are encumbered for the 202017 fiscal year for the purposes of employing private counsel to
represent the State Board of Education.

TEACHERS/ISOLATED K -12 SCHOOLS
SECTION 7.19 G.S.115G301, as amended by S.L. 2087 is amended by
adding a new subsection to read:
"(gl) Notwithstanding any other provision of this section, the State Board of Education
shall allot additional classroom teachers to schools containing dramksgarten through?2
when consolidation is not feasible due to the geographic isolation of the school and the school
mees at leasbne of the following criteria for geographic isolation:
(1) The school is located in a local school administrative unit in which the
average dé&y membership is less than 1.5 per square.mile
(2) The school is located in a local school administrative tmita county
containing more than 150,000 acadsnationalforestowned by the federal
government anagnanaged by the United States Forest $ergursuant to
G.S.1045.
The State Boardghall allot teachers to geographically isolated sahpoksuant to this
subsectioron the basis of onelassroom teacher per grade leartl shall allot teachers to the
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remainder of the local school administrativunit in accordance withthe formulas for the
reqularclassroonteacher allotmest"

TURNING TAS INTO TEA CHERS PILOT EXPANSION
SECTION 7.20 Section 8.29 of S.L. 20184 reads as rewritten:

"TEACHER ASSISTANT TUITION REIMBURSEMENT PILOT PROGRAM

"SECTION 8.29.(a) Purposel The purpose of this section is to establish a pilot program
fer-for, beginning with the 2032017 fiscal yearthe local boards of education of the Anson
County, Franklin County, Moore County, Richmond County, and Scotland Countglscho
administrative unitsand beginning with the 2012018 fiscal year, the local boards of
education ofthe AlamanceBurlington Schools,Beaufort County SchoolsBertie County
Schools Duplin County Schools EdentonChowan SchoolsEdgecombe County Schools
Guilford County Schoolddalifax County SchooldNashRocky Mount Schools, Northampton
County SchoolsRandolph County School3yrrell County SchoolsVance County Schools,
and Washington County Schodts provide tuition assistance awards to e or full-time
teacher assistants working in those local school administrative units to pursue a college degree
that will result in teacher licensure. Tuition assistance awards under the program may be
provided for partime or fulktime coursework. A locaboard of education may grant a teacher
assistant academic leave to pursue coursework that may only be taken during working hours. A
teacher assistant receiving an award under the program shall fulfill the student teaching
requirements of an educator pregtgon program by working in the teacher assisant
employing local school administrative uni{.teacherassistanimay continue to receive salary
and benefits while student teaching in the local school administrative unit in accordance with
G.S.115G310.

e

"SECTION 8.29.(d) The local boards of education participating in the pilot progi@m
the 20162017 fiscal yearshall jointly report to the Joint Legislative Education Oversight
Committee by September 2037-2017. All of the local boards of educatigarticipating in
the pilot program shall jointly repotod the Joint Legislative Education Oversight Committee
by September 1, 2018nd by September 1 of each year thereafter on the results of the pilot
program, including at least the following inforrart:

(1) The number and amount of funds in tuition assistance awards provided to
teacher assistants.

(2)  The number of teacher assistant recipients who achieved teacher licensure,
including the period of time from the issue of an initial tuition assistance
award to the time of achieving licensure.

(3) The number of recipients who remained employed in the local school
administrative unit after achieving teacher licensure.

DRIVER SAFETY INCENT IVE PROGRAM
SECTION 7.21.(a) G.S.115G215(a) reads as rewritten

"(@) In accordance with criteria and standards approved by the State Board of Education,
the State Superintendent of Public Instruction shall organize and administer a standardized
program of driver education to be offered at the public high schoolki®fState for all
physically and mentally qualified persons who (i) are older than 14 years and six months, (ii)
are approved by the principal of the school, pursuant to rules adopted by the State Board of
Education, (iii) are enrolled in a public or prigehigh school within the State or are receiving
instruction through a home school as provided by Part 3 of Article 39 of Chapter 115C of the
General Statutes and (|v) have not prewously enrolled in the progﬁamdﬂvepedueatten
on driver
satety—and—tpammgThe State Board of Educatlon shaII use for thls purpose all funds
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appropriated to it for this purpose and may use all other funds that become availableder its
for this purposé.
SECTION 7.21(b) G.S.115G216(g) reads as rewritten:

"(g) Fee for Instruction] The local boards of education shall fund driver education
courses from funds available to them and may charge each student participating in a driver
education course a fesup-tosixty-five-dollars ($65-00jo-offsetin an amount not to exceed
the actualcosts of providing thé&rainirg-and-nstruetiogourseto eachindividual studentif a
local board of education charges a fee for participationdriveer education course, the local
boardshallmayprovide a process for reduction or waiver of that fee for students unable to pay
the fee due to economieardshighardship, includinga process for the local board be
reimbursé for the portion of thecourse fee that not charged to an eligible student under the
Driver Safety Incentive Prograpursuant td5.S.115G217."

SECTION 7.21.(c) Article 14 of Chapter 115C of the General Statutes is amended
by adding a new section to read:
"8 115G217. Driver Safety Incentive Program

(a) Reimbursement of Driver Education CostsWithin the funds made available for
this purposethe Department of Public Instruction shall estabtisl Driver Safety Incentive
Program(Program)for thereimbursement of thdirectcoss for adriver educatiorcourseto a
parentor legal guardian of ahild who (i) is at least 15 years old but less than 18 years old and
(i) successfully obtaina Level 1 limited learn& permit, in accordance wid.S.20-11, on
the childs first attempt at obtaining the permikhe Department shall establigigibility
guidelines for eimbursable costithat shall includea course of driver education prescribed in
G.S.115G215 or a course of driver instruction at a licensed commercial draiamg school.
The reimbursement amount shall be up to two hundred sefreatdollars ($275.00pf the
direct costgor one driver education course.

If a local board of educatiomeduces or waives thdriver educatiortoursefee for a student
pursuantd G.S.115G216(q),the local board may apply for reimbursementhe Department
for the portion of the course fa®t charged to a studemtho is eligible for reimbursement
under the ProgranThe total amount of reimbursement to both the parent or degatlian and
the local board of educatiaall not exceetivo hundred seventfjve dollars ($275.00).

(b)  Application.i A parent or legal guardiagligible for reimbursement dhe driver
education direct costhall apply to the Department Bfiblic Ingruction within90 days of the
child obtaining the limited learnsr permit. The application shall be submitted in the form
required by the Department and shall inclyedocumentatiorfrom the Division of Motor
Vehiclesthat the child obtained the lingdl learneés permit on the first attempt ar{d) an
invoice or other documeation approved by the Department to demonstrate the direct costs of
the driver education course for which the parent or legal guardian is seeknmirsement

If a local boardbf education has reduced or waived the driver education courparf@ent
to G.S.115G216(q) for a studentwho is eligible for reimbursement under the Progrém
studentshall provide any documentation necessary to the local smatbat the local md
may apply to the Department for theimbursement of theortion of the feethat wasnot
charged to the studenfThe local board of educatiomay submit an application for
reimbursement under this sectifom up to 60 days after the eligible studentypdes thdocal
board thedocumentatiomequired for the application

© Distribution. i The Departmenbf Public Instructionshall make payments for
reimbursement withi0 days of the receipt ain application that meets the requirements of
this sectio. In the event that total requests for reimbursement exceed the amounts afailable
distribution, the monies availabkhall be distributedin the order ofreceipt of completel,
eligible applicationgn each fiscal yeain the subsequent fiscal yeahenfunds are available
the Department shabrioritize payment for eligiblereimbursemengapplications submitted in
the prior fiscal year that were not paid dudsitk of available funds.
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(d) Administration. T The State Board of Education, in consultatiovith the
Department of Transportation, Division of Motor Vehicles, shall establish any rules necessary
for the administration of the reimbursement program by the Department of Public Instruction,
including (i) eligibility rules for a person less thanykars of age who is no longer a dependent
of a parent or legal guardian and (ii) submission of applicationaccordancewith the
provisions of this section. For the purposes of fisgram, the Division of Motor Vehicles
shall implement a process to pide documentation to drivers obtaining their limited ledsner
permits on the first attempt. The Department of Public Instruction may use up to five percent
(5%) of the funds appropriated for thogram each fiscal year for administrative costs,
including reimbursing the Division of Motor Vehicles for costs related to providing
documentation to drivers obtaining their limited lealsipermits on the first attempt.

(e Report.i The Department of Public Instruction shall reployt March 150f each
fiscal year to the Fiscal Research Division and the Joint Legislative Education Oversight
Committeeon the administration of the reimbursemembgram for the prior fiscal year,
including (i) the amount afeimbursementundsdistributed under thErogram (ii) thetype of
driver education course submitted for reimbursenwntosts including if the course was
operated solely b local board of educatioy a local board of education contracting with
another public or a private entity for delivery of the coumea licensed commeadt driver
training school(iii) the extent to which the reimbursememrhountcovers theotal direct cost
of driver education coursefly) the amount of reimbursements requested by local boards of
educationto coverreduced or waied course feesand (v) an estimate of the cost of the
Program for the upcoming fiscal year.

SECTION 7.21.(d) G.S.115G105.25(b)(11) is repealed.

SECTION 7.21.(e) Section 5.3(c) of S.L. 201841, as amended by Section 5.2 of
S.L. 201694, is repealed.

SECTION 7.21.(f) Subsections (a) and (b) of this section apply beginning with the
20172018 school year. Subsection (c) of this section applies to driver education courses
completed on or after July 1, 2017.

COOPERATIVE INNOVATI VE HIGH SCHOOL FUNDI NG CHANGES

SECTION 7.22(a) Legislative Findings.i The General Assembly finds the
following in regard to the Stdtelongterm, ongoing investment in providing high school
students with opportunities to obtain postsecondary credit and career credentiatsit oo
the student in order to maximize cost savings to students in obtaining a postsecondary
education:

(1) Dual enrollment opportunities for high school students have been available
in the State for many years but began to significantly grow in tHeg-dar
mid-2000s as a result of the General Asseral@pactment of the Innovative
Education Initiatives Act and the establishment of the cooperative innovative
high school program pursuant to Part 9 of Article 16 of Chapter 115C of the
General Statutes. HIs act demonstrated the Statecommitment in
prioritizing cooperative efforts between secondary schools and institutions of
higher education so as to reduce the high school dropout rate, increase high
school and college graduation rates, decrease tha foegemediation in
institutions of higher education, and raise certificate, associate, and bachelor
degree completion rates.

(2) To ensure continued efficiency in the investment of State funds to provide
postsecondary dual enrollment programs for highost students, the
General Assembly directed the State Board of Education and the State Board
of Community Colleges to jointly establish the Career and College Promise
Program pursuant to Section 7.1A of S.L. 2Q4b, effective January 1,
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3)

(4)

(5)

(6)

2012, to consatlate existing cooperative efforts between secondary schools
and institutions of higher education by providing (i) for specific pathways
for obtaining college credit that is transferable to community colleges and
institutions of higher education, (ii) forollege credit leading to a
subjectarea certificate, diploma, or degree, and (iii) through enrollment at a
cooperative innovative high school, enabling students to concurrently obtain
a high school diploma and to begin or complete an associate degree
program, master a certificate or vocational program, or earn up to two years
of college credit within five years.

The recent growth in the establishment of cooperative innovative high

school programs has resulted in a steady increase Hinial equivalent

(FTE) student enrollment at community colleges due to the maturation of

those programs, including an increase of one hundred forty percent (140%)

in FTE enroliment for these students between 200@ and 201-2014.

The implementation of other Caresand College Promise pathways enabling

certain traditional high school students to concurrently enroll in

postsecondary courses leading to a defined academic goal has also resulted
in a recent rise in student enroliment at community colleges with a thirty
percent (30%) increase in the College Transfer pathway and a taeaty
percent (21%) increase in the Career and Technical Education pathway

between 20122013 and 201-2014.

For the 2013014 academic year, the General Assembly appropriated

fifty -sevenmillion dollars ($57,000,000) in State funds to cover community

college FTE for 11,389 students during the first year of full implementation
of the Career and College Promise Program.

For the 2018016 fiscal year, the General Assembly appropriated the

following amounts to cover the cost of cooperative innovative high schools

and other Career and College Promise programs as follows:

a. For the cooperative innovative high school allotment, the sum of
twentyfive million four hundred eighteight thousandseven
hundred twentyfive dollars ($25,488,725).

b. For community college FTE for the following:

1. For students enrolled in cooperative innovative high schools,
the sum of fortyywo million two hundred ninetpne
thousand three hundred eiglsix dollars(42,291,386).

2. For students enrolled in courses that count toward the College
Transfer pathway, the sum of twerdgie million three
hundred fortythree thousand five hundred seven dollars
($21,343,507).

3. For students enrolled in courses that countarathe Career
and Technical Education pathway, the sum of twemy
million seven hundred eight thousand nine hundred thivty
dollars ($21,708,932).

C. For the reimbursement of tuition for constituent institutions of the
University of North Carolina @ a partner institution of higher
education to a cooperative innovative high school, the sum of one
million nine hundred fortyfive thousand two hundred one dollars
($1,945,201).

d. For the reimbursement of tuition for private colleges located in North
Camwlina that are a partner institution of higher education to a
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cooperative innovative high school, the sum of four hundred
fifty -seven thousand six hundred thirtyne dollars ($457,639).

(7) Since considerable State funds have been appropriated on anghbgsis

to cover the cost of high school student enrollment at community colleges,
constituent institutions, and approved private colleges pursuant to
G.S.115G238.54 and5.S.115D-5(b)(12) as part of the Career and College
Promise programs, it is necasg to examine the total cost of these programs
and prioritize the appropriation of State funds to achieve the General
Assemblys goal of maximizing cost savings to students in obtaining a
postsecondary education. This includes reducing funds allocatetheor
cooperative innovative high school allotment for local school administrative
units with established programs and new programs in areas of the State with
significant resources to support those schools and to more effectively utilize
these funds in suppting and establishing cooperative innovative high
schools in economically distressed areas of the State.

SECTION 7.22(b) Study.i In accordance with the legislative finding set forth in
subdivision (7) of subsection (a) of this section, by February204%8, the State Board of
Community Colleges, the Board of Governors of The University of North Carolina, and the
State Board of Educatioshall study and report to tHgenate Appropriations Committee on
Education/Higher Education, the House Appropriati@mwnmittee on Educatigrthe Fiscal
Research Division, and the Joint Legislative Education Oversight Committee on the costs
associated with the Career and College Promise Program, including operation of cooperative
innovative high schools and the cost @ncurrent enrollment in the high school and the
institution of higher education, student outcomes related to the Program, and any legislative
recommendations on modifications to the administration and funding for the Program,
including the use of State fda for the planning and establishment of new cooperative
innovative high schools in economically distressed areas of the State. Legislative
recommendations shall also specifically address the use of the funds for the cooperative
innovative high school altment, whether the allotment is necessary for the operation of the
schools, and how modification or discontinuation of the allotment would impact the programs.

SECTION 7.22(c) Established Cooperative Innovative High Schools Located in
Tier 1l Areas.i For the 20172018 fiscal year, notwithstanding.S.115G238.54 and any
other provision of law to the contrary, for a cooperative innovative high school that, as of July
1, 2017, (i) was approved und&.S.115G238.51A(c), (i) has received a cooperative
innovative high school allotment for at least three of the prior fiscal years, and (iii) is located in
a development tier three area as defime®.S.143B-437.08 the cooperative innovative high
school allotment amount established by the Department dicRostruction for the 201-2018
fiscal year shall be reduced by twetlitye percent (25%). For the 202919 fiscal year and
subsequent fiscal years, these same schools shall receive a fifty percent (50%) reduction of the
cooperative innovative high sabloallotment amount established by the Department of Public
Instruction for each fiscal year in which the allotment is allocated to local school administrative
units for approved cooperative innovative high schools. For the-2019 fiscal biennium,
theseschools shall continue to receive additional State funds for community college FTE and
tuition reimbursement for institutions of higher education, as applicable.

SECTION 7.22(d) Certain New Cooperative Innovative High Schools Located in
Tier | Areas.i Of the funds made available to the Department of Public Instruction for the
20172019 fiscal biennium from the reduction in the cooperative innovative high school
allotmentfor certain school#n accordance with subsection (c) of this section, the Depattme
shall allocate the sum of three hundred sixteen thousand six hundreesixordpllars
($316,646) in each fiscal year to Northampton County Schools for the Northampton County
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New Tech Early College and to Washington County Schools for the WashingtotyGEarly
College High School.

SECTION 7.22(e) Other New Cooperative Innovative High Schools Located in
Tier | Areas.i For the 20172019 fiscal biennium, the Department of Public Instruction shall
allocate funds to local school administrative units tedan a development tier one area as
definedin G.S.143B-437.08 as of July 1, 2017, withcooperative innovative high schdbét
(i) was approved by the State Board of EducatioderG.S.115G238.51A(c)and (ii) did not
receive cooperative innovativegh school allotment funds in a prior fiscal year as foltows

(2) For the 20172018 fiscal year, any of the remaining funds available after the
Department allocates funds to the local school administrative units as
required by subsection (d) of this deatshall be allocated in equal amounts
by the Department to local school administrative units for each eligible
cooperative innovative high school located in the unit.

(2) For the 2018019 fiscal year, any of the remaining funds available after the
Depatment allocates funds to the local school administrative units as
required by subsection (d) of this section shall be allocated in equal amounts
of up to three hundred sixteen thousand six hundred -$oxtydollars
($316,646) to local school administraiwnits for each eligible cooperative
innovative high school located in the unit.

SECTION 7.22(f) Reporting Requirement on the Career and College Promise

Programsi G.S.115D-5 is amended by adding a new subsection to read:

"(x) In addition to the evahtion of cooperative innovative high schools by the State
Board of Educatiopursuanto G.S.115G238.55,the State Board of Community Colleges, in
conjunction with the State Board of Education and the Board of Governors of The University
of North Carolna, shall evaluate the success of students participating @atieer and College
Promise Programincluding the College Transfer pathway and tl@areer and Technical
Education pathwaySuccess shall be measured by high school retention rates, high school
completion rates, high school dropout rates, certification and associate degree completion,
admission to fougear institutions, postgraduation employment in career or seldied
fields, and employer satisfaction of employees who participatéaeipograms The Boards
shall jointly report by January 15 of each year to the Joint Legislative Education Oversight
Committe€’

SECTION 7.22(g) Certain CIHSs Operating Without Additional Funds.
Beginning with the 2012018 school year and for subsequenhost years thereafter,
notwithstandingG.S.115G238.51A(c) andG.S.115G238.54, Charlotte Middle College at
Merancas Campus, Charlotte Teacher Cadet Early College, Harnett County Early College,
Agriculture and Science Early College, Onslow Early Collelggh School, and Wake CTE
High School North shall be permitted to operate in accordance GviEh115G238.53 and
G.S.115G238.54 as cooperative innovative high  schools approved under
G.S.115G238.51A(c) and shall be subject to the evaluation requiremeot
G.S.115G238.55.

PREPARING FUTURE WORKFORCE IN CODING AND MOBILE APP
DEVELOPMENT GRANT PR OGRAM

SECTION 7.23(a) Program Purposé. The Department of Public Instruction shall
establish the Coding and Mobile Application Grant Program (Program) tlogeindustry
partnerships with local school administrative units and charter sctwodésign and implement
computer science, coding, and mobile application development curricular programs for middle
school and high school students. Funds appropriatethéoProgram shall be used to award
competitive grants of up to four hundred thousand dollars ($400,000) each fiscal year to grant
recipients. Grant funds shall be used for the purchase of equipment, digital materials, and
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related capacity building actiwes, which may include teacher professional development for
coding, computer science, and mobile application development initiatives. Grant recipients
shall use no more than five percent (5%) of the grant award each fiscal year for administrative
costs.

SECTION 7.23(b) Program Criteria and Guidelines; ApplicatioiisBy August
15, 2017, the Superintendent of Public Instruction shall establish criteria and guidelines for
grant applications and Program requirements for local school administrative unithaatet
schools, including sufficient curricular rigor for courses offered to students. The Department of
Public Instruction shall accept applications for the first year of the Program until October 15,
2017. For subsequent fiscal years in which fundsaaeelable for new applications to the
Program, the Department shall accept applications until May 15 of that year. Grant applicants
shall submit at least the following information in their applications:

(1) A description of how the proposed partnershigtiative will provide
increased career opportunities for students to engage in-waig,
high-skill, and highdemand occupations.

(2) Demonstrated evidence of employer demand for the partnership initiative
and related career and technical education (CT&jning, including
documentation of industry involvement in the partnership initiative.

(3) A proposed budget for the partnership initiative, including demonstrated
commitment of local or regional partners to sustain the programs beyond the
initial grantfunding.

(4) A description of how the proposed initiative aligns with other programs,
including CTE, Career and College Pathways, and postsecondary programs
and, if appropriate, how equipment necessary for the initiative will be
utilized by partners.

(5) A description of how the project will create innovative, nontraditional, and
immediate career pathways for students to enter high demand jobs in the
development of mobile software applications.

SECTION 7.23(c) Selection of Recipientsi In selecting reipients for the
Program, the Superintendent of Public Instruction shall consider diversity among the pool of
applicants, including geographic location, the positive impact on the community of industry
partnerships, and the size of the student populatioreddoy the recipient, in order to award
funds to the extent possible to grant recipients that represent different characteristics of the
State. The Superintendent of Public Instruction shall select initial grant recipients by November
15, 2017, to begimmplementation of the partnership initiatives under the Program as early as
the spring semester of the 262018 school year. For subsequent fiscal years in which funds
are available for new applications to the Program, the Superintendent shall select grant
recipients by July 15 of that year.

SECTION 7.23(d) Reporting Requirement$. By August 1 of each year of the
Program, grant recipients shall submit a report to the Department of Public Instruction,
beginning with an initial report by August 1, 2018, fbe preceding year in which grant funds
were expended that provides at least the following information on the partnership initiative:

(1) The use of grant funds.

(2) The number of students by grade level participating in the partnership

initiative.

3) The number of students who subsequently participated in -bas&d
opportunities, internships, or apprenticeship programs and a description of
the types of opportunities for those students.

(4)  Student outcome data regarding job attainment and postsecondary
opportunities as a result of the partnership initiative.
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(5)  Any other information the Superintendent of Public Instruction deems
necessary.
By September 15 of each year of the Program, the Department shall report to the
Joint Legislative Education Ovegsit Committeeand the Fiscal Research Divisjdmeginning
with an initial report by September 15, 2018, on grant recipients and implementation of the
program, including the information required to be reported to the Department pursuant to this
subsectionad any legislative recommendations for modifications or expansion of the Program.

EXTENDED LEARNING AN D INTEGRATED STUDENT SUPPORTS
COMPETITIVE GRANT PR OGRAM

SECTION 7.24(a) Of the funds appropriated by this act for theRsk Student
Services Alternate School Allotment for the 2012019 fiscal biennim, the Department of
Public Instructiorshall use up to six million dollars ($6,000,000) for the 2018 fiscal year
and up to six million dollars ($6,000,000) for the 2R 9 fiscal year for the Eshded
Learning and Integrated Student Supports Competitive Grant Pradteogram).Of these
funds, the Department of Public Instruction may use up to two hundred thousand dollars
($200,000) for each fiscal year to administer the Program.

SECTION 7.24(b) The purpose of the Program is to fund haality,
independently validated extended learning and integrated student support service programs for
atrisk students that raise standards for student academic outcomes by focusing on the
following:

(1) Use ofan evidencéased model with a proven track record of success.

(2) Inclusion of rigorous, quantitative performance measures to confirm

effectiveness of the program.

3) Deployment of multiple tiered supports in schools to address student barriers
to achieement, such as strategies to improve chronic absenteeism,
antisocial behaviors, academic growth, and enhancement of parent and
family engagement.

(4)  Alignment with State performance measures, student academic goals, and
the North Carolina Standard CoursfeStudy.

(5) Prioritization in programs to integrate clear academic content, in particular,
science, technology, engineering, and mathematics (STEM) learning
opportunities or reading development and proficiency instruction.

(6) Minimization of student @ss size when providing instruction or
instructional supports and interventions.

(7) Expansion of student access to hggrality learning activities and academic
support that strengthen student engagement and leverage combasgaty
resources, which maydlude organizations that provide mentoring services
and privatesector employer involvement.

(8) Utilization of digital content to expand learning time, when appropriate.

SECTION 7.24(c) Grants shall be used to award funds for new or existing eligible
programs for atisk students operated by (i) nonprofit corporations and (ii) nonprofit
corporations working in collaboration with local school administrative units. Grant participants
are eligible to receive grants for up to two years in an amount of fiygetbundred thousand
dollars ($500,000) each year. Programs should focus on serving-r{gk attudents not
performing at grade level as demonstrated by statewide assessments, (ii) studsktefat
dropout, and (iii) students-aisk of school displeement due to suspension or expulsion as a
result of antisocial behaviors. Priority consideration shall be given to applications
demonstrating models that focus services and programs in schools that are identified as
low-performing pursuant t6.S.115G105.37.
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A grant participant shall provide certification to the Department of Public
Instruction that the grants received under the program shall be matched on the basis of three
dollars ($3.00) in grant funds for every one dollar ($1.00) in nongrant fivtetshing funds
shall not include other State funds. The Department shall also give priority consideration to an
applicant that is a nonprofit corporation working in partnership with a local school
administrative unit resulting in a match utilizing fedeftahds under Part A of Title | of the
Elementary and Secondary Education Act of 1965, as amended, or Title IV of the Higher
Education Act of 1965, as amended, and other federal or local funds. Matching funds may
include inkind contributions for up to fiftpercent (50%) of the required match.

SECTION 7.24.(d) A nonprofit corporation may act as its own fiscal agent for the
purposes of this Program. Grant recipients shall report to the Department of Public Instruction
for the year in which grant funds wergpended on the progress of the program, including
alignment with State academic standards, data collection for reporting student progress, the
source and amount of matching funds, and other measures, before receiving funding for the
next fiscal year. Grantecipients shall also submit a final report on key performance data,
including statewide test results, attendance rates, graduation rates, and promotion rates, and
financial sustainability of the program.

SECTION 7.24.(e) The Department of Public Instrien shall provide an interim
report on the Program to the Joint Legislative Education Oversight Committee by September
15, 2018, with a final report on the Program by September 15, 2019. The final report shall
include the final results of the Program amstommendations regarding effective program
models, standards, and performance measures based on student performance, leveraging of
communitybased resources to expand student access to learning activities, academic and
behavioral support services, andegyttal opportunities for the State to invest in proven models
for future grants programs.

LIFE CHANGING EXPERI ENCES SCHOOL PILOT PROGRAM

SECTION 7.25(a) Of the funds appropriated by this act for theRsk Student
Services Alternative School Allotmefdr the 20172019 fiscal biennium, the Department of
Public Instruction shall use up to three hundred sixty thousand dollars ($360,000) in
nonrecurring funds for the 2042018 fiscal year and up to three hundred sixty thousand dollars
($360,000) in nonrecting funds for the 2012019 fiscal year to contract with the Children
and Parent Resource Group, Inc., to design, implement, and evaluatgeatwafe Changing
Experiences School Pilot Program (Project), beginning with the-2018 school year and
erding with the 2018019 school year. The Project shall be operated and administered for
students in grades six through 11 in the following local school administrative units: Mitchell
County Schools, Pitt County Schools, Wayne County Schools, and Wifidem/Forsyth
County Schools. These contract funds shall not be used for any purpose other than to
implement the Project in the local school administrative units, which consists of traveling
threedimensional, interactive, holistic, and evidefi@sed multiredia education kschool
programs. The Project includes thespecific programs screened as school assemblies and
additional followup applications that address dangerous life and community threatening
activities that negatively impact teenagers, includaigohol and other drugs, dangerous
driving, violence, and bullying. The goal of these programs is to increase positive intentions
and behavioral outcomes by teaching students the techniques and skills that empower them to
reach meaningful life goals, enayl positive behaviors, and start businesses and social
enterprises.

SECTION 7.25(b) The Children and Parent Resource Group, Inc., in consultation
with the Department of Public Instruction, shall submit an initial report on the Project
authorized by subston (a) of this section by March 1, 2018, and a final report by March 1,
2019, to the Joint Legislative Education Oversight Committee and the Fiscal Research
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Division. The report shall include an accounting of expenditures and student outcome data
related to the operation of the Project.

SCHOOL PERFORMANCE G RADES/ESSA COMPLIANCE
SECTION 7.26(a) G.S.115G12(9)cl. reads as rewritten:

"cl. To issue an annudlreport card for the State and for each local
school administrative unit, assessing each'sisfforts to improve
student performance based on the growth in performance of the
students in each school and taking into account progress over the
previous yeardevel of performance and the Statperformance in
comparison with other states. This asses# shall take into account
factors that have been shown to affect student performance and that
the State Board considers relevant to assess theésSedfterts to
improve student performancés—a—part-ofth€he annual "report
card' for each local schoadministrativednitunit shall include the
following:

1 theThe State Board shall award, in accordance with

G.S.115G83.15, an overall numerical school achievement,
growth, and performance score on a scale of zero to 100 and a
corresponding performancetier grade of A, B, C, D, or F
earned by each school within the local school administrative
unit. The school performance score and grade shall reflect
student performance on annual subgmtcific assessments,
college and workplace readiness measuagd, graduation
ratesrates,promotion ratesandstudent progress in achieving
English language proficiencyn addition, the State Board
shall award separate performance scores and grades for the
following:

I. School mrformance ofcertain subgroups of stedts

as providedn G.S.115G83.15
1. For schools serving students in any grade from

kindergarten to eighth gradeeparate—performance
seores—and—grades—shall-also-dsardedbased—o

n
theschool performance in reading and mathematics
respectively.

Fhe—annual“reportcard~—fbor schools serving students in
third grade—also—shal—inecludeade, the number and

percentage of third grade students who (i) take and pass the
alternative assessment of reading comprehension; (ii) were
retained in third grade fonot demonstrating reading
proficiency as indicated i%6.S.115G83.7(a); and (iii) were
exempt from mandatory third grade retention by category of
exemption as listed i6.S.115G83.7(b).
Fhe-annual—report—card—fdor high schoeels—shallalso
ireludeschools, measures of Advanced Placement course
participation and International Baccalaureate Diploma
Programme participation and Advanced Placement and
International Baccalaureate examination participation and
performance.

SECTION 7.26(b) G.S.115G47(58) reads as rewritten:

N

|
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"(58) To Inform the Public About the North Carolina School Report Cards Issued
by the State Board of Education.Each local board of education shall
ensure that the report card issued for it by the State Board of Education
receiveswide distribution to the local press or is otherwise provided to the
public. Each local board of education shall ensure that the overall school
performance score and grade earned by each school in the local school

OCoO~NOOUIDA WNPE

administrative unit for the current andrepious four school years is
prominently displayed on the Web site of the local school administrative
unit. If any school in the local school administrative unit is awared
overall school performancgrade of D or F, the local board of education
shall provide notice of the grade in writing to the parent or guardian of all

students enrolled in that schdol.
SECTION 7.26(c) G.S.115G83.15 reads as rewritten:
"8 115CG83.15. School achievement, growth, performance scores, and grades.

(@) School Scoresral Gradesi The State Board of Education shall award school

achievement, growth, and performance scores and an associated performance grade as required

by G.S.115G12(9)cl., and calculated as provided in this section. The State Board of
Education shall mter all necessary data into the Education VV#ldded Assessment System

(EVAAS) in order to calculate school performance scores and grades.

(b) Calculation of the School AchievemeB8eoreScoreas aMeasureof Academic

Achievementi In calculating the osrall school achievement score earnedgéyoelsschools
as ameasureof academicachievementthe State Board of Education shall total the sum of

points earned by a schaad follows:

1) For schoo$ servingany students ikkindergartenthrougheighh grale, the

State Board shall assign poirds all of the following indicators that are

measured for that school:

Ha. One point for each percent of students who score at or above
proficient on annual assessments for mathematics in grades three

through eight.

2b. One point for each percent of students who score at or above
proficient on annual assessments for reading in grades three through

eight.

3). One point for each percent of students who score at or above
proficient on annual assessments for sciemggades five and eight.

d. One point for each percent of students who progress in achieving
English language proficienayn annual assessmersgrades three
through eight

e. One point for each percent of studemtho are promoted from the

third gradeto the fourth gradevithin four years ofa studenentering

kindergarten

(fd

One point for each percent of students who are promoted from the

eighth grade to the ninth gradeithin three vyears of a student

enteringsixth grade

(2) For schools servin@ny studentsin ninth through12th grade,the State

Board shall assign points on all of the following indicators that are measured

for that school:

4a. One point for each percent of students who score at or above
proficient on the Algebra | or Integrated Mdtendof-course test.
B)b. One point for each percent of students who score at or above

proficient on the English Il endf-course test.

S257PCS55078MLxfr-10 [v.5] Senate Bill 257

Page4l



OCoO~NOOUIDA WNPE

General Assembly Of North Carolina Session 2017

{6)c. One point for each percent of students who score at or above
proficient on the Biology endf-course test.

Ad. One point for each percent of students who complete Algebra Il or
Integrated Math 11l with a passing grade.

8. One point for each percent of students who achieve the minimum
score required for admission into a constituent institution of The
University of North Carolina on a nationally normed test of college
readiness.

©9)f. One point for each percent of students enrolled in Career and
Technical Education courses who meet the standard when scoring at
Silver, Gold, or Platinum levels on a nationally med test of
workplace readiness.

20). One point for each percent of students who graduate within four
years of entering high school.

h. One point for each percent of students witogress in achieving
English language proficiency

In calculating the ovetl school achievement score earned by schools, the State Board of
Education shall (i) use a composite approach to weigh the achievement elements based on the
number of students measured by any given achievement element and (ii) proportionally adjust
the gale to account for the absence of a school achievement element for award of scores to a
school that does not have a measure of one of the school achievement elements annually
assessed for the grades taught at that school. The overall school achievemeshalt be
translated to a 10Point scale and used for school reporting purposes as provided in
G.S.115G12(9)cl., 115€218.65, 115€238.66, and 11:239.8.

(c) Calculation of the School GrowtBeereScore as &Measureof School Quality and
StudentSucess.i Using EVAAS, the State Board shall calculate the overall growth score
earned byseheelsschools as ameasuref school quality and student succdsscalculating the
total growth score earned by schools, the State Board of Education shall wgimt gfrowth
on the achievement indicators as provided in subsection (b) of this section that have available
growth values. The numerical values used to determine whether a school has met, exceeded, or
has not met expected growth shall be translated t60gpdint scale and used for school
reporting purposes as provided @.S.115G12(9)cl., 115€218.65, 115€238.66, and
116-239.8.

(d) Calculation of theOverall School Performance Scores and Grade3he State
Board of Education shall use EVAAS to caldaldhe overall school performance score by
adding the school achievement score, as provided in subsection (b) of this section, and the
school growth score, as provided in subsection (c) of this section, earned by a school. The
school achievement score dhatcount for eighty percent (80%), and the school growth score
shall account for twenty percent (20%) of the total stim—seheet—has—naret—e*peeted—grewth

A rd grade, a
he—performance
seere—&nel—gradéor aII schools the total school performance score shaII be converted to a
100-point scale and used to determia@n_overallschool performance gradeased on the
following scale:

(1) A school performance score of at least 90 is equivalent to an overall school

performance grade of A.

(2) A school performance score of at least 80 is equivalent to an overall school

performance grade of B.

(3) A school perbrmance score of at least 70 is equivalent to an overall school

performance grade of C.
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(4) A school performance score of at least 60 is equivalent to an overall school
performance grade of D.

(5) A school performance score of less than 60 points is dguivi an overall
school performance grade of F.

(d1) Calculation of the School Performance Scores and Grades for CertajoSusnf
Students Served by a Schooln addition to the overall school performance scores and grades
awarded under this seatiofor each school that servesminimum number of studenis a
subgroupof studentdistedin this subsectiorthe State Board of Education shall use EVAAS to
calculate school performance scr@ndshall deternine a correspondingchoolperformance
grack for each subgroupsing the same methas set forth insubsection (d) of this section
School performance scores for subgmoapstudents shall not be included in the calculation of
the overall school p@armance scores amgadesunder subsection (@f this section.

The State Board shadstablishthe minimum number of studentsa subgrouserved by a
school that isiecessary to disaggregatéormation on student performanaadto determinea
school performance gradier that subgrouplhe schoolperformancecores andrades shall be
reported separately on the annual school report card provided 8et15G12(9)cl.,
115G218.65, 115€238.66, and 11239.8for the following subgroups of students

1) Economically disadvantaged students.

(2)  Students from major racial and ethnic groups.

(3) Children with disabilities.

(4)  English learners.

(e) Elementary and Middle School Reading and Math Achievement Scorésr
schools serving students in kindergarten through eighth grade, the school achteseares in
reading and mathematics, respectively, shall be reported separately on the annual school report
card provided undegb.S.115G12(9)cl., 115€218.65, 115€238.66, and 11239.8.

() Indication of Growth.i In addition to awarding the overall lemol scores for
achievement, growth, and performance and the performance grade, using EVAAS, the State
Board shall designate that a school has met, exceeded, or has not met expected growth. The
designation of student growth shall be clearly displayed & ahnual school report card
provided undef5.S.115G12(9)cl., 115€218.65, 115€238.66, and 11239.8.

(@) Access to Annual Report Card Information on the Departsémeb Site. 1
Beginning with data collected in the 202818 school yearht State Boaraf Education shall
provide userfriendly accesgo the publicon the annual report cards issued flocal school
administrative _ung and individual schosl pursuant t0G.S.115G12(9)cl through the
Department of Public InstructimmWeb site The information providedfor the annual report
cardshall be designednd organizedb provide at leaghe following:

(1) A summaryfor eachlocal school administrative unit arior eachindividual
school of the school performance gradeshether the school has met
exceeded, or has not met expected grovaihd any other information
required to be provided as part of the annual report card

(2) The percentage of schooteceivingan overall schoolperformance letter
grade of A, B, C, D, or F earned by each schochtedwithin alocal school
administrative unit and statewide.

(3) The number of schoolthat havemet, exceeded, or @ not met expected
growth by each school located withedocal school adhinistrative unit and
statewide.

(4) A Web page for each indidual school that prominently displays the
schools performance gradewhether the school haset, exceeded, or has
not met expected growthndthe schodé performance and growttores in
a way that is easy for the user to read.
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(5) The ability to easyt compare annual report card informatiancluding

school performance grades ambether schoslhave met, exceeded, or i@

not met expected growtHor local school administrative units and for

individual schools for a timgpan of at least three yedrs.

SECTION 7.26(d) Part 1B of Article 8 of Chapter 115C of the General Statutes is
amended by adding a new section to read:
"8 115G83.16. School performance indicators for the purpose of compliance with federal

law.

The State Board of Education shalleuthe school performance scerand grades as

calculated unde6.S.115G83.15t0 satisfy the federal requirement under the Elementary and

Secondary Education Act of 1965, as amended by the Every Student Succeeds Act, P.L.

11495, to meaningfully differerdite the performance of schools on an annual basis. For the

purpose of compliance with federal law, the indicagtrallbe defined as follows:

Paged44

1) For schools serving any students in kindergarten through eighth grade, the

State Board shall define the iodiors as follows:

a. Measures of Academic Achievement.

1

The academic achievement indicator shall include the

following measures:

I. Proficiency on annual assessments for mathematics in
grades three through eight.

1. Proficiency on annual assessmetiggs reading in
grades three through eight.

2. The other academic indicator shall include the following
measures:

I. Proficiency on annual assessments for science in
grade five.

1. Proficiency on annual assessments for science in
grade eight.

. The rae of promotion from the third grade to the
fourth grade within four years of a student entering
kindergarten

IV. The rate of promotion from the eighth grade to the
ninth grade within three years of a student entering
sixth grade.

3. The English language rgficiency indicator shall be the
percentage of students who progress in achieving English
language proficiency on annual assessments in grades three
through eight.

b. The measure ofchool quality and student successshall be the

growth score earned bylsmols.

(2)  For schools serving any students in ninth throdgtth grade, the State

Board shall define the indicators as follows:

a. Measures of Academic Achievement.

1.

2.

The academic achievement indicator shall include the
following measures:

a Proficiency on the Algebra | or Integrated Math |
endof-course test.
b. Proficiency on the English Il epaf-course test.

The other academic indicator shall include the following
measures:
a Proficiency on the Biology endf-course test.
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b. The percentage aftudents who achieve the minimum
score required for admission into a constituent
institution of The University of North Carolina on a
nationally normed test of college readiness.
The percentage of students enrolled in Career and
Technical Education coses who meet the standard
when scoring at Silver, Gold, or Platinum levels on a
nationally normed test of workplace readiness.

3. The graduation rate indicator shall be the percentage of
students who graduate within four years of entering high
school.

4, The English language proficiency indicator shall be the
percentage of students who progress in achieving English
language proficiency.

b. The measure of school quality and student sucsbsdl be the
growth score earned by schobls.
SECTION 7.26(e) G.S.115G75.5(5) reads as rewritten:

|©

"(5) Qualifying school. i A low-performing school, as defined in
G.S.115G105.37, that meets one of the following criteria:
a. The school receive@an overallschool performance score in the

lowest five percent (5%) of afichools in the prior school year that
meet all of the following requirements:

1. The school includes all or part of grades kindergarten through
fifth.
2. The school did not exceed growth in at least one of the prior

three school years and did not meetwghoin at least one of
the prior three school years.

3. One of the models established @.S.115G105.37B for
continually lowperforming schools had not been adopted for
that school for the immediately prior school year.

SECTION 7.26(f) G.S.115G105.3 reads as rewritten:
"8 115G105.37. Identification of lowperforming schools.
€)) Identification of LowPerforming Schoolsi The State Board of Education shall
identify low-performing schools on an annual basis. fmsvforming schools are those that
receive aan overallschool performance grade of D or F and a school growth scoheeidf
expected growthor "not met expected growtlas defined by.S.115G83.15.

e

(b) Parental Notice of LowiPerforming School Status. Each school that the State
Board icentifies as lowperforming shall provide written notification to the parents and
guardians of students attending that school within 30 days of the identification that includes the
following information:

(1) A statement that the State Board of Educationfbasd that the school has
"receivedaan_overallschool performance grade of D or F and a school
growth score of'met expected growthor "not met expected growthand
has been identified as a lgverforming school as defined by
G.S.115G105.37! The staement shall include an explanation of the school
performance grades and growth scores.

(2) The school performance grade and growth score received.

3) Information about the preliminary plan developed under subsection (al) of
this section and the availalyi of the final plan on the local school
administrative unis Web site.
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(4)  The meeting date for when the preliminary plan will be considered by the
local board of education.
(5) A description of any additional steps the school is taking to improve s$tuden
performance.
SECTION 7.26(g) G.S.115G105.39A reads as rewritten:
"8 115G105.39A. Identification of lowperforming local school administrative units.

(@) Identification of LowPerforming Local School Administrative Units.The State
Board of Educton shall identify lowperforming local school administrative units on an
annual basis. A lowperforming local school administrative unit is a unit in which the majority
of the schools in that unit that receivedn overallschool performance grade andhsol
growth score as provided ®.S.115G83.15 have been identified as lp&rforming schools,
as provided ir.S.115G105.37.

e

(c) Parental Notice of LowPerforming Local School Administrative Unit Status.

Each local school administrative unit tithe State Board identifies as lguerforming shall
provide written notification to the parents and guardians of all students attending any school in
the local school administrative unit within 30 days of the identification that includes the
following information:

(1) A statement that the State Board of Education has found that a majority of
the schools in the local school administrative unit Hageeivedaan overall
school performance grade of D or F and a school growth scoteneif
expected growthor "not met expected growttand have been identified as
low-performing schools as defined 18y.S.115G105.37! The statement
shall also include an explanation of the school performance grades and
school growth scores.

(2)  The percentage of schools identifiesl lowperforming.

3) Information about the preliminary plan developed under subsection (b) of
this section and the availability of the final plan on the local school
administrative unis Web site.

(4)  The meeting date for when the preliminary plan Wil considered by the
local board of education.

(5) A description of any additional steps the local school administrative unit and
schools are taking to improve student performance.

(6) For notifications sent to parents and guardians of students attendaigol
that is identified as lowperforming underG.S.115G105.37, a statement
that the State Board of Education has found that the schodtdwsveda
an overallschool performance grade of D or F and a school growth score of
"met expected growthor "not met expected growtland has been identified
as a lowperforming school as defined b¢.S.115G105.37" This
notification also shall include theverall school performance grade and
school growth score the school received and an explanation sthivel
performance grades and school growth scbres.

SECTION 7.26(h) G.S.115G218.65 reads as rewritten:

"8§ 115G218.65. North Carolina School Report Cards.

A charter school shall ensure that the report card issued for it by the State Board of
Educatian receives wide distribution to the local press or is otherwise provided to the public. A
charter school shall ensure that the overall school performance score and grade earned by the
charter school for the current and previous four school years is praigidésplayed on the
school Web site. If a charter school is awardea overall school performangeade of D or F,
the charter school shall provide notice of the grade in writing to the parent or guardian of all
students enrolled in that schdol.
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SECTION 7.26(i) G.S.115G218.94(a) reads as rewritten:

"(a) Identification of LowPerforming Charter Schools.The State Board of Education
shall identify lowperforming charter schools on an annual basis. -peviforming charter
schools are those that reaei@an overallschool performance grade of D or F and a school
growth score of"met expected growthor "not met expected growthas defined by
G.S.115G83.15¢

SECTION 7.26(j)) G.S.115G238.66(11) reads as rewritten:

"(11) North Carolina School Reporta@ds.i A regional school shall ensure that
the report card issued for it by the State Board of Education receives wide
distribution to the local press or is otherwise provided to the public. A
regional school shall ensure that the overall school perfarenacore and
grade earned by the regional school for the current and previous four school
years is prominently displayed on the school Web site. If a regional school is
awardedsan overall school performangeade of D or F, the regional school
shall provde notice of the grade in writing to the parent or guardian of all
students enrolled in that schdol.

SECTION 7.26(k) G.S.116:239.8(14) reads as rewritten:

"(14) North Carolina school report cards.A lab school shall ensure that the
report card issuedor it by the State Board of Education receives wide
distribution to the local press or is otherwise provided to the public. A lab
school shall ensure that the overall school performance score and grade
earned by the lab school for the current and previour school years is
prominently displayed on the school Web site. If a lab school is awaated
overall school performancgrade of D or F, the lab school shall provide
notice of the grade in writing to the parent or guardian of all students
enrolled n that school.

SECTION 7.26(1) This section applies beginning with the 2€AF18 school year.

READ TO ACHIEVE DIAG NOSTIC CHANGES
SECTION 7.27.(a) G.S.115G83.6 reads as rewritten:
"8 115CG83.6. Facilitating early grade reading proficiency.

@) Kindergarten, first, second, and third grade students shall be assessed with valid,
reliable, formative, and diagnostic reading assessments made available to local school
administrative units by the State Board of Education pursuanG.®.115G174.11(a).
Difficulty with reading development identified through administration of formative and
diagnostic assessments shall be addressed with instructional supports and services. Parents or
guardians of first and second grade students demonstrating reading comprehelwsv grade
level as identified through assessments administered pursuant to this subsection shall be
encouraged to enroll their student in a reading camp provided by the local school administrative
unit. Parents or guardians of a student identifiedd@®sonstrating reading comprehension
below grade level shall make the final decision regarding a steideatling camp attendance.

(al) TFo—thegreatest—extentpossible—kindergaik@ndergartenthrough third grade
reading assessments shall yield data ﬂ:tm be used with the Educatlon Valydded
Assessment SystefEVA,
Beard—et—EelueattngMLto analyze student data to |dent|fy root causes for dlfflculty with
reading development and toteiamine actions to address them.

e ."

SECTION 7.27.(b) G.S.115G174.11 reads as rewritten:
"§ 115G174.11. Components of the testing program.
(&  Assessment Instruments for Kindergarten, First, Second, and Third Giratles.
State Board of Education dhdevelop, adopt, and provide to the local school administrative
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units developmentally appropriate individualized assessment instruments consistent with the
Basic Education Program and Part 1A of Article 8 of this Chapter for the kindergarten, first,
secand, and third grade§.he State Boardhall provideone or morevalid, reliable, formative,

and diagnostic reading assessment instrusnfemt selection by local school administrative
units, in accordance with the following:

(1) The Department of Public Itrsiction_under the direction of the State
Superintendent of Public Instructioshall evaluate and certify amwgndor
that provides diagnostic reading assessment _instrusehefore the
instrumentsare provided by the State Board for selection by localosth
administrative units.

(2) In order to certify avendor, the Department shalaluate the vendor to
ensurethat the diagnostic reading assessment instrumeyfitsred by the
vendormeetthe following criteria:

a. Yield data that can be used with the Eahion ValueAdded

Assessment System (EVAAS)

b. Demonstrate close alignment widtudent performance on State
assessments, includingll assessmentsequired in _kindergarten
through third gradd®y Part 2 of Article 10A of Chapter 115¢f the
General Statigs
Demonstrate high rates of predictability as to student performance on
State assessmeniscluding allassessmentgquired in kindergarten
through third grade bPart 2 of Article 10A of Chapter 115¢f the
General Statutes

(3) Within 60 days ofcertifying a new vendor to provide reading assessment
instruments pursuant to this subsectitwe,Repartment of Public Instruction
shall provide written noticef the certificationto the General Assemblin
accordance withG.S.12029.5 and to the Jointegislative Education
Oversight Committee

(al) Each local school administrative unit shall select one valid, reliable, formative, and
diagnostic reading assessment from the assessment instrmiestrumersg approved by the
State Board under subsecti¢m) of this sectionLocal school administrative units shall use
thesethe assessment instruments provided to them by the State Board for kindergarten, first,
second, and third grade students to assess progress, diagnose difficulties, and informnnstructio
and remediation needs. Local school administrative units shall not use standardized tests for
summative assessment of kindergarten, first, and second grade students except as required as a
condition of receiving federal grants.

e "

|©

SECTION 7.27.(c) Thissection applies beginning with the 262819 school year.

REIMBURSE INITIAL TE ACHER LICENSURE FEE FOR CERTAIN NC TEACH ING
GRADUATES
SECTION 7.28(a) G.S.115G296 is amended by adding a new subsection to read:
"(a4) Notwithstanding subsection (a2) ofglsectionthe State Board of Education shall
reimbursethe initial teacher licensure application fiee the first time arapplicantsubmits an
application for teacher licensuyiiethe applicanteets all of the following requirements:
(1) The applicantis a graduate of an approved educator preparation program
located in North Carolina
(2) The applicanthas successfullyearnedan initial teaching licensen North
Carolina.
The State Board shalbsuereimbursemento the applicantithin 30 days of thelate the
applicant successfully earns an initial teaching license in North Cafolina.
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SECTION 7.28(b) This section applies to applications for licensure received on or
after July 1, 2017.

REVISE TEACHER BONUS PROGRAMS
SECTION 7.29(a) Section 8.8 of $.. 201694 reads as rewritten:
"ADVANCED PLACEMENT/INTERNATIONAL BACCALAUREATE TEACHER
BONUS PLOT-PROGRAM
"SECTION 8.8.(a) The State Board of Education shall establish the Advanced
Placement/International Baccalaured®det—Program {pilet—pregramjprogram) to reward
advanced course teacher performance and to encourage student learning and improvement. To
attain this goal, the Department of Public Instruction shall administer bondergsse-sehool
yearsthrough the end of the 2042019 fiscal bienniunto licensedteachers of advanced
eeurses,courses in public schools, including charter schdoégyinning with data from the
20152016 school year, in accordance with the following:
(1) A bonus in the amount of fifty dollars ($50.00) for each student tamghn
advanced course teacher in each advanced course who receives the following

score:

a. For Advanced Placement courses, a score of three or higher on the
College Board Advanced Placement Examination.

b. For International Baccalaureate Diploma Programourses, a score
of four or higher on the International Baccalaureate course
examination.

(2)  No teacher shall be awarded a bonus pursuant to this subsection that exceeds
two thousand dollars ($2,000) in any given school year. The bonus awarded
to a teaber pursuant to this subsection shall be in addition to any regular
wage or other bonus the teacher receives or is scheduled to receive.

(3)  Foradvanced-course-scores—collectedtrom-the-2016-schoolyearand
the—20162017schoolyear—bonusdnusesawarded pursuant to this

subsection are payable indardary—2017—and—January—2018,
respectiveldanuary, based on data from the previous school year,

qualifying advanced course teachers who remain employed teaching
advanced-coursas the samdecal-scheladministrative-unischoolat least
from the school year the data is collected until the corresponding school year
that the bonus is paid.
"SECTION 8.8.(b) For the purposes of this section, ‘@ivanced courSeshall mean an
Advanced Placement or Intettional Baccalaureate Diploma Programme course.
"SECTION 8.8.(c) NotwithstandingG.S.1351(7a), the compensation bonuses awarded
under this section are not compensation under Article 1 of Chapter 135 of the General Statutes,
the Teachetsand State EmplyeesRetirement System.

"SECTION 8.8.(d) The State Board of Education shedipert-en—-and-study-thpiet
program as follows:

&)  Fhe-State Board-shatudy the effect of the program on advanced course
teacher performance and retentidhe State Boardhall report the results of
its findings andepert-enthe amount of bonuses awarded to advanced course
teachers, including the amount awarded for Advanced Placement courses
and the amount awarded for International Baccalaureate Diploma
Programme coursef) the President Pro Tempore of the Senate, the Speaker
of the House of Representativéise Joint Legislative Education Oversight
Committee,and the Fiscal Research Division by Maf#é&h2017-and-again

by-Mareh-15,20185 of each year bonuses are awedrde
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"SECTION 8.8. (e) For the 2012018 flscal year only, the D|rector of the Budget shall
also include in the base budget, as defined Gap.143G1-1(d)(1c), the amount of
nonrecurring funds needed to supportghetprogram.

"SECHON-8-8(f)This-section-expires June-36,2018.

SECTION 7.29(b) Section 8.9 of S.L. 20184 reads as rewritten:

"INDUSTRY CERTIFICATIONS AND CREDENTIALS TEACHER BONUS RHLOT

PROGRAM

"SECTION 8.9.(a) The State Board of Education, in collaboration with the Department of
Commerce, shall establish the Industry Certifications and Credentials Teacher Bmus
Program{pHet-pregramjprogram)to reward the performanaaf teacherdn public schools,
including charter schoolsywho teach students earning approved industry certifications or
credentials consistent withG.S.115G156.2 and to encourage student learning and
improvement. To attain this goal, the DepartmenPuoblic Instruction shall administer bonus
paythrough the end of the 202019 fiscal bienniudfertwe-sehoelyearto teachersn public
schools, including charter schoolgho teach students earning approved industry certifications
or credentials, beginng with data from the 2018016 school year, in accordance with the
following:

(1) For teachers who provide direct instruction to students, bonuses shall be
provided in the following amounts:

a. A bonus in the amount of twenfive dollars ($25.00) for edc
student taught by a teacher who provided instruction in a course that
led to the attainment of an industry certification or credential with a
twenty-five-dollar ($25.00) value ranking as determined under
subdivision (3) of this subsection.

b. A bonus inthe amount of fifty dollars ($50.00) for each student
taught by a teacher who provided instruction in a course that led to
the attainment of an industry certification or credential with a
fifty -dollar ($50.00) value ranking as determined under subdivision
(3) of this subsection.

(2)  No teacher shall be awarded a bonus pursuant to this subsection that exceeds
two thousand dollars ($2,000) in any given school year. The bonus awarded
to a teacher pursuant to this subsection shall be in addition to any regular
wage or other bonus the teacher receives or is scheduled to receive.

(3) The Department of Commerce, in consultation with the State Board, shall
assign a value ranking for each industry certification and credential based on
academic rigor and employmentlwa in accordance with this subdivision.
Fifty percent (50%) of the ranking shall be based on academic rigor and the
remaining fifty percent (50%) on employment value. Academic rigor and
employment value shall be based on the following elements:

a. Academc rigor shall be based on the number of instructional hours,
including work experience or internship hours, required to earn the
industry certification or credential, with extra weight given for
coursework that also provides community college credit.

b. Employment value shall be based on the entry wage, growth rate in
employment for each occupational category, and average annual
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openings for the primary occupation linked with the industry
certlflcatlon or credentlal

seheel—ye&r—leenesaenusesawarded pursuant to this subsection are

payable in JanuarR0l7—andJanuary—2018,—+respectively, qualifying

teachers who remain employed teachstgdents-earning-approved-industry
certifications or credentialsn the samelocal school administrative unit

school at least from the school year the data is collected until the

corresponding school year that the boisysaid.
"SECTION 8.9.(b) NotwithstandingG.S.1351(7a), the compensation bonuses awarded
under this section are not compensation under Article 1 of Chapter 135 of the General Statutes,
the Teachetsand State EmployeeRetirement System.

"SECTION 8.9.c) The State Board of Education shafipert—on—and-study-thpiet
program-as follows:

&  TFhe—StateBoard—shalbtudy the effect of the program on teacher
performance and retention. The State Board gieplbrtthe results of its
findings, enthe amounbf bonuses awarded to teachers who teach students
earning approved industry certifications eredentialscredentialsand the
type of industry certifications and credentials earned by their students to the
President Pro Tempore of the Senate, the Speakethe House of
Representativeghe Joint Legislative Education Oversight Committeeg

the Fiscal Research Division by Mar&éb 2017 —and-againby-Mareh-15,

201815 of each yedoonuses are awarded

"SECTION 8.9. (d) For the 20172018 flscal year only, the D|rector of the Budget shall
also include in the base budget, as defined Gup.143G1-1(d)(1c), the amount of
nonrecurring funds needed to supportghetprogram.

"SECHON-8-9-{e} Fhis-section-expiresJune-30-2018.

SECTION 7.29(c) Section 9.7 of S.L. 20184 reads as rewritten:
"THIRD GRADE READING TEACHER PERFORMANCE PILOT PROGRAM

"SECTION 9.7.(a) The State Board of Education shall establighThird Grade Reading
Teacher Performance Pilot Progrdprogram)to reward teacher performance and encourage
student learning and improvement. To attain this goal, the Department of Public Instruction
shall administer bonus pay tbeensed—third—gradeteachers who have an Education
Value-Added Assessment System (EVAAS) student growth index score for third grade reading
from the previous school year, beginning with the data from the-2016 school year, as
follows:

(1) Of the funds appropriated fothis—the program, five million dollars
($5,000,000) shall be allocated for bonuse$censedthird-gradeteachers
who are in the top twerdfpve percent (25%) of teachers in the State
according to the EVAAS student growth index score for third grade reading
from the previous year. These funds shall be allocated equally among
qualifying teachers.

(2) Of the funds appropriated fothis—the program, five million dollars

($5,000,000) shall be allocated to pay bonusesicEnsed—third—grade
teachers who are in thep twentyfive percent (25%) of teachers in their
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1 respective local school administrative units according to the EVAAS student
2 growth index score for third grade reading from the previous year. These
3 funds shall be split proportionally based on averagb aaeémbership for

4 each local school administrative unit and then distributed equally among

5 gualifying teachers in each local school administrative unit, subject to the

6 following conditions:

7 a. Teachers employed in charter schools and regional schools@are n

8 eligible to receive a bonus under this subdivision.

9 b. Any teacher working in a local school administrative unit that
10 employs three or fewer third grade teachers shall receive a bonus
11 under this subdivision if that teacher has an EVAAS student growth
12 index score for third grade reading from the previous school year that
13 exceeds expected growth.

14 3) For EVAAS student growth index score data collected during the-2016

15 school year and the 20®17 school year, bonuses awarded pursuant to
16 subdivisions 1) and (2) of this subsection are payable in January of 2017
17 and January of 2018, respectively, to qualifyihgd-gradeteachers who

18 remain employed teachinghird—grade-in the same lecal—school

19 administrative-unischoolat least from the school yearetldata is collected

20 until the corresponding school year that the bonus is paid.

21 (4) A teacher who is eligible to receive a bonus under both subdivisions (1) and
22 (2) of this subsection shall receive both bonugdge bonus or bonuses
23 awarded to a teacher guant to this subsection shall be in addition to any
24 regular wage or other bonus the teacher receives or is scheduled to receive.
25 "SECTION 9.7.(b) NotwithstandingG.S.1351(7a), the compensation bonuses awarded

26 by this section are not compensation uriieicle 1 of Chapter 135 of the General Statutes, the
27 Teachersand State EmployeeRetirement System.

28 "SECTION 9. 7 (c) The State Board of Educatlon shmalpert—en—anel—study—the—'lihlrd

30 619 Ihe%tate—Bea#eLef—EelueaﬂshaiBtudv the effect of thprogram on teacher

31 performance and retention. The State Board shall report the results of its
32 findings;repert—onthe distribution of statewide bonuses as among local
33 school administrativenits-units,and the distribution of bonuses within local

34 school administrative units as among individual schools to the President Pro
35 Tempore of the Senate, the Speaker of the House of Representigves,

36 Joint Legislative Education Oversight Committeed the Fiscal Research

37 Division on Marchi,—201#—-andagair—on-Mareh—1 2018 .of each year

38 bonuses are awarded.

39 2

40

41

42

43

44 :

45 "SECTION 9.7.(d) For the 20172018 fiscal year only, the Director of the Budget shall

46 also include in the Base Budget, as defined ®y5.143G1-1(d)(1c), the amount of

47 nonrecurring funds needed to support®regrarprogram.

48 "SECTION 9.7.(e) This section expires Jun®,32018:

49 SECTION 7.29(d) In addition to the bonuses payable in January 2018 pursuant to
50 Sections 8.8(a), 8.9(a), 9.7(a)(1), and 9.7(a)(2) of S.L.-Bad1&s amended by this section, the
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Department of Public Instruction shall make payable no later @@ober 31, 2017, bonuses
earned by qualifying teachers pursuant to data from the-2016 school year, as follows:
(2) Bonuses earned pursuant to Section 8.8 or 8.9 of S.L-291&s amended
by this section, that were not paid in January of 2017 bectngsteacher
taught in a charter school.
(2) Bonuses earned pursuant to Section 8.8, 8.9, 9.7(a)(1), or 9.7(a)(2) of S.L.
201694, as amended by this section, that were not paid in January of 2017
because the teacher did not continue teaching the sarjectsab grade
level.
SECTION 7.29(e) Notwithstanding subsections (a), (b), and (c) of this section, the
following limitations shall apply to this section:
(2) Every teacher who received a bonus pursuant to Section 8.8, 8.9, or 9.7 of
S.L. 201694 in Janary of 2017 shall keep his or her bonus.
(2)  Any teacher who would receive a bonus in January of 2018 pursuant to
unamended Section 8.8, 8.9, or 9.7 of S.L. 284&hall receive that bonus.

SCHOOL BOARDS CAN'T SUE COUNTIES
SECTION 7.30(a) G.S.115G431reads as rewritten:

"8 115G431. Procedure for resolution of dispute between board of education and board
of county commissioners.

(a) If the board of education determines that the amount of money appropriated to the
local current expense fund, or thepital outlay fund, or both, by the board of county
commissioners is not sufficient to support a system of free public schools, the chairman of the
board of education and the chairman of the board of county commissioners shall arrange a joint
meeting of thetwo boards to be held within seven days after the day of the county
commissionerslecision on the school appropriations.

Prior to the joint meeting, the Senior Resident Superior Court Judge shall appoint a
mediator unless the boards agree to jointlyctedemediator. The mediator shall preside at the
joint meeting and shall act as a neutral facilitator of disclosures of factual information,
statements of positions and contentions, and efforts to negotiate an agreement settling the
boardsdifferences.

At the joint meeting, the entire school budget shall be considered carefully and judiciously,
and the two boards shall make a gdaith attempt to resolve the differences that have arisen
between them.

(b) If no agreement is reached at the joint meetrn@teﬁwo boardst;he—nsredrater—shall

he asonable
conduct

drsagreemerthe decision of the countv commissioners is flnal The local board of education
shall not file any ledaaction challenging the sufficiency of the funds appropriated by the board
of county commlssroners to the local current expense fund, the capltal outlay fund or both

s j j e iy with-and respond
S j partici i et vthstanding

S257PCS55078MLxfr-10 [v.5] Senate Bill 257 Pageb3



OCoO~NOOUIDA WNPE

General Assembly Of North Carolina Session 2017

ablished to
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al school

otwi i , DroVisio f ing acts
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levy, and
3 3 D3 ! d nd twentieth

day e d —On O g ahdid /—a 0 he—one

h : o e at the rate

here shall

- herate of

Ye j es plus

j nder this

subsection-shal-be-allowed.
SECTION 7.30(b) G.S.115G432(a) reads as rewritten:

"(a) After the board of county commissioners has made its appropriations to the local
school administrative unit, or after tlegpealprocedure set out i6.S.115G431 hasbeen
concluded, the board of education shall adopt a budget resolution making appropriations for the
budget year in such sums as the board may deem sufficient and proper. The budget resolution
shall conform to the uniform budget format established bythte Board of Educatidh.

SECTION 7.30(c) This section applies beginning with budget ordinances adopted
on or after the date this act becomes law.

PART VIIl. COMPENSAT ION OF PUBLIC SCHOOL EMPLOYEES

TEACHER SALARY SCHEDULE
SECTION 8.1(a) The following monthly teacher salary schedule shall apply for
the 20172018 fiscal year to licensed personnel of the public schools who are classified as
teachers. The salary schedule is based on years of teaching experience.
20172018 Teacher Monthly Salary Schedule
Years of Experience "A" Teachers

$3,500

$3,584

$3,635

$3,688

$3,756

$3,823

$3,907

$3,976

~N~No o~ WNEO
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8 $4,043
9 $4,111
10 $4,195
11 $4,280
12 $4,364
13 $4,448
14 $4,532
1519 $4,693
20-24 $4,871
25+ $5,100.

SECTION 8.1(b) Salary Supplements for Tdsers Paid on This Salary Schedule.

(1)

)

3)

(4)

(5)

Licensed teachers who have NBPTS certification shall receive a salary
supplement each month of twelve percent (12%) of their monthly salary on
the"A" salary schedule.

Licensed teachers who are classified'$ teachers shall receive a salary
supplement each month of ten percent (10%) of their monthly salary on the
"A" salary schedule.

Licensed teachers with licensure based on academic preparation at the
six-year degree level shall receive a salary supplénsérone hundred
twenty-six dollars ($126.00) per month in addition to the supplement
provided to them adV" teachers.

Licensed teachers with licensure based on academic preparation at the
doctoral degree level shall receive a salary supplement ofhtwalred
fifty-three dollars ($253.00) per month in addition to the supplement
provided to them adV" teachers.

Certified school nurses shall receive a salary supplement each month of ten
percent (10%) of their monthly salary on t#e' salary schedel

SECTION 8.1(c) The first step of the salary schedule for (i) school psychologists,
(i) school speech pathologists who are licensed as speech pathologists at th's degptes
level or higher, and (iii) school audiologists who are licensed as agditd at the mastesr
degree level or higher shall be equivalent to the sixth step dfAthealary schedule. These
employees shall receive a salary supplement each month of ten percent (10%) of their monthly

salary and are

eligible to receive salary paments equivalent to those of teachers for

academic preparation at the-giar degree level or the doctoral degree level.

SECTION 8.1(d) The twentysixth step of the salary schedule for (i) school
psychologists, (ii) school speech pathologists wholiaesised as speech pathologists at the
mastels degree level or higher, and (iii) school audiologists who are licensed as audiologists at
the mastés degree level or higher shall be seven andhatiepercent (7.5%) higher than the
salary received by tlse same employees on the twetfifity step of the salary schedule.

SECTION 8.1(e) Beginning with the 2012015 fiscal year, in lieu of providing

annual longevity payments to teachers paid on the teacher salary schedule, the amounts of those

longevity paynents are included in the monthly amounts under the teacher salary schedule.
SECTION 8.1(f) A teacher compensated in accordance with this salary schedule
for the 20172018 school year shall receive an amount equal to the greater of the following:

(1)
(2)

Pages6

Theapplicable amount on the salary schedule for the applicable school year.

For teachers who were eligible for longevity for the 2@034 school year,

the sum of the following:

a. The teaches salary provided in Section 35.11 of S.L. 2368.

b. The bngevity that the teacher would have received under the
longevity system in effect for the 20B®14 school year provided in
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Section 35.11 of S.L. 201360 based on the teaclsecurrent years
of service.
C. The annual bonus provided in Section 9.1(e).af 3014100.
3) For teachers who were not eligible for longevity for the 2084 school
year, the sum of the teactlsesalary and annual bonus provided in Section
9.1 of S.L. 2014100.
SECTION 8.1(g) As used in this section, the teriteachet shall also include
instructional support personnel.

SUPPORT HIGHLY QUALI FIED NC TEACHING GRA DUATES

SECTION 8.2(a) For purposes of this section;'laighly qualified graduateis an
individual entering the teaching profession who has graduated from an apEdwveator
preparation program located in North Carolina (i) with a grade point average of 3.75 or higher
on a 4.0 scale, or its equivalent, and (ii) with a score of 48 or higher on the edTPA assessment
or an equivalent score on the nationally normed andl ya#¢dagogy assessment used to
determine clinical practice perfoance. Notwithstanding Section @} of this act, a highly
qualified graduate shall be paid pursuant to 'th& Teachers salary schedule at the highest
level for which that person qualifieas follows:

(1) A highly qualified graduate licensed and employed to teach by a local board
of education who accepts initial employment at a school identified as
low-performing by the State Board of Education pursuant to
G.S.115G105.37 shall be paid akough that person has three years of
experience on théA" Teachers salary schedule during that pésséirst
four years of employment as a teacher, without a break in service, as long as
that person remains teaching (i) at the same school or (ii) acaeptequent
employment at another leperforming school or local school administrative
unit identified as lowperforming.

(2) A highly qualified graduate licensed and employed to teach in the areas of
special education, science, technology, engineeringyathematics shall be
paid as though that person has two years of experience 6A'tfieeachers
salary schedule during that persofirst three years of employment as a
teacher, without a break in service, as long as that person continues teaching
in ore of those areas.

(3) A highly qualified graduate licensed and employed to teach by a local board
of education shall be paid as though that person has one year of experience
on the"A" Teachers salary schedule during that péssfirst two years of
employment as a teacher without a break in service.

SECTION 8.2(b) This section applies for teachers entering the profession in the

20172018 fiscal year.

PRINCIPAL SALARY SCH EDULE
SECTION 8.3(a) The following annual salary schedule for principals shallyapp
for the 20172018 fiscal year, beginning July 1, 2017.
20172018 Principal Annual Salary Schedule

Avg. Daily Membership Base Met Growth Exceeded Growth
0-400 $61,751 $67,926 $74,101
401-700 $64,839 $71,322 $77,806
701-1,000 $67,926 $74,719 $81,511
1,00%1,300 $71,014 $78,115 $85,216
1,301+ $74,101 $81,511 $88,921.
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A principals placement on the salary schedule shall be determined according to the
average daily membership of the school supervised by the principal in the current school year
and the schoafjrowth scores, calculated pursuantGds.115G83.15(c), for each school the
principal supervised for two of the last three school years, regardless of a break in service, and
provided the principal supervised each school as a principal for at leastrétyradjthe school

year, as follows:

(1)

(2)

3)

A principal shall be paid at thExceeded Growthlevel of the schedule if

the school growth scores show the school or schools exceeded expected
growth in at least two of the last three school years.

A principal shall be paid at th&Met GrowtH' level of the schedule if either

of the following apply:

a. The school growth scores show the school or schools met expected
growth in at least two of the last three school years.
b. The school growth scores show the aahor schools met expected

growth in at least one of the last three school years and exceeded
expected growth in one of the last three school years.
A principal shall be paid at théBasé salary level of the schedule if
subdivision (1) or (2) of thisubsection is not applicable or if the principal
has not supervised a school as a principal in at least two of the last three
school years.

SECTION 8.3.(b) Beginning with the 201-2018 fiscal year, in lieu of providing
annual longevity payments to pripeis paid on the principal salary schedule, the amounts of

those longevity
schedule.

payments are included in the annual amounts under the principal salary

SECTION 8.3(c) A principal compensated in accordance with this section for the
20172018 fiscal yar shall receive an amount equal to the greater of the following:

(1)
)

3)

The applicable amount determined pursuant to subsection (a) of this section.

For principals who were eligible for longevity in the 28@1L7 school year,

the sum of the following:

a. The principak salary as provided in Section 9.2 of S.L. 2046

b. The longevity that the principal would have received as provided for
State employees under the North Carolina Human Resources Act for
the 20162017 school year based on the princgalirrent years of
service.

For principals who were not eligible for longevity in the 22187 school

year, the principd salary as provided in Section 9.2 of S.L. 2026

PRINCIPAL BONUSES

SECTION 8.4.(a) The Department of Public Instruction shadiminister a bonus in
the 20172018 fiscal year to any principal who supervised a school as a principal for a majority
of the previous school year if that school was in the top fifty percent (50%) of school growth in
the State during the previous schoatay, calculated by the State Board pursuant to
G.S.115G83.15(c), as follows:

20172018 Principal Bonus Schedule

Statewide Growth Percentage Bonus
Top 5% $5,000
Top 10% $4,000
Top 15% $3,000
Top 20% $2,000
Top 50% $1,000.

Page58
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A principal shall receive no motthan one bonus pursuant to this subsection. The
bonus shall be paid at the highest amount for which the principal qualifies.

SECTION 8.4.(b) In addition to the bonuses provided pursuant to subsection (a) of
this section, the Department shall administelbbaaus in the 2012018 fiscal year to any
principal who supervised the same school as a principal for a majority of th&@0éSchool
year and the 2018017 school year if the school was designated by the State Board of
Education pursuant 16.5.115G83.15(f) as having met expected growth or as having not met
expected growth in the 2042016 school year and was designated by the State Board as having
exceeded expected growth in the 2@04.7 school year. The bonus shall be the greater of the
following:

(1)  Five thousand dollars ($5,000).

(2)  Ten thousand dollars ($10,000) for any principal who supervised a school

during the 2018016 school year with a school performance grade of D or
F, as calculated by the State Board pursuaG. $115G83.15(d).

SECTION 8.4.(c) No principal shall receive more than two bonuses pursuant to
this section. The bonus or bonuses awarded to a principal pursuant to this section shall be in
addition to any regular wage or other bonus the principal receives or is scheddeeive.

SECTION 8.4.(d) Notwithstanding G.S.1351(7a), the bonuses awarded in
accordance with this section are not compensation under Article 1 of Chapter 135 of the
General Statutes, the Teacharsd State Employedietirement System.

SECTION 8.4(e) The bonuses awarded in accordance with this section do not
apply to principals no longer employed as a principal due to resignation, dismissal, reduction in
force, death, or retirement or whose last workday is prior to July 1, 2017.

SECTION 8.4.(f) It is the intent of the General Assembly that funds provided to
local school administrative units pursuant to this section will supplement principal
compensation and not supplant local funds.

SECTION 8.4.(g) The bonuses related to these funds shall be mpaithter than
October 31, 2017.

ASSISTANT PRINCIPAL SALARIES

SECTION 8.5(a) For the 20172018 fiscal year, commencing July 1, 2017,
assistant principals shall receive a monthly salary based on the salary schedule for teachers who
are classified asA" teachers plus an additional thirteen percent (13%). Years of experience for
an assistant principal on the salary schedule shall be measured by the total number of years the
assistant principal has spent as a teacher, an assistant principal, or bothp&segof this
section, an administrator with a epear provisional assistant princifgatertificate shall be
considered equivalent to an assistant principal.

SECTION 8.5.(b) Assistant principals with certification based on academic
preparation at the )siyear degree level shall be paid a salary supplement of one hundred
twenty-six dollars ($126.00) per month and at the doctoral degree level shall be paid a salary
supplement of two hundred fiftyree dollars ($253.00) per month.

SECTION 8.5(c) Participmnts in an approved fullme mastés in-school
administration program shall receive up to anmdénth stipend at the beginning salary of an
assistant principal during the internship period of the magpeogram. The stipend shall not
exceed the differae between the beginning salary of an assistant principal plus the cost of
tuition, fees, and books and any fellowship funds received by the intern adiméuitudent,
including awards of the Principal Fellows Program. The Principal Fellows Prograhe or
school of education where the intern participates in aifukk mastés in-school administration
program shall supply the Department of Public Instruction with certification of eligible
full-time interns.
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SECTION 8.5.(d) Beginning with the 201-2018fiscal year, in lieu of providing
annual longevity payments to assistant principals on the assistant principal salary schedule, the
amounts of those longevity payments are included in the monthly amounts provided to assistant
principals pursuant subseati¢a) of this section.

SECTION 8.5(e) An assistant principal compensated in accordance with this
section for the 2022018 school year shall receive an amount equal to the greater of the
following:

(1) The applicable amount determined pursuant to subsecta) through (c) of

this section.

(2) For assistant principals who were eligible for longevity in the 228057

school year, the sum of the following:

a. The assistant principal salary as provided in Section 9.2 of S.L.
201694.
b. The longevity thathe assistant principal would have received as

provided for State employees under the North Carolina Human
Resources Act for the 204817 school year based on the assistant
principals current years of service.
3) For assistant principals who were nogddle for longevity in the 20122017
school year, the assistant principaalary as provided in Section 9.2 of S.L.
201694.

CENTRAL OFFICE SALAR IES

SECTION 8.6.(a) The monthly salary ranges that follow apply to assistant
superintendents, associate suptendents, directors/coordinators, supervisors, and finance
officers for the 20172019 fiscal biennium, beginning July 1, 2017:

Minimum Maximum
School Administrator | $3,505 to $6,514
School Administrator | $3,709 to $6,907
School Administrator I $3,931 to $7,325
School Administrator IV $4,084 to $7,615
School Administrator V $4,245 to $7,921
School Administrator VI $4,501 to $8,397
School Administrator VII $4,679 to $8,734.

The local board of education shall determine the appropriate category and
placement for each assistant superintendent, associate superintendent, director/coordinator,
supervisor, or finance officer within the salary ranges and within funds appropriated by the
General Assembly for central office administrators and superintendér@sategory in which
an employee is placed shall be included in the contract of any employee.

SECTION 8.6.(b) The monthly salary ranges that follow apply to public school
superintendents for the 202019 fiscal biennium, beginning July 1, 2017:

Minimu m Maximum
Superintendent | $4,964 to $9,263
Superintendent I $5,268 to $9,820
Superintendent 1l $5,586 to $10,415
Superintendent IV $5,926 to $11,045
Superintendent V $6,287 to $11,716.

The local board of education shall determine the appropriate cateyul
placement for the superintendent based on the average daily membership of the local school
administrative unit and within funds appropriated by the General Assembly for central office
administrators and superintendents.
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SECTION 8.6.(c) Longevity py for superintendents, assistant superintendents,
associate superintendents, directors/coordinators, supervisors, and finance officers shall be as
provided for State employees under the North Carolina Human Resources Act.

SECTION 8.6.(d) Superintendents, assistant superintendents, associate
superintendents, directors/coordinators, supervisors, and finance officers with certification
based on academic preparation at theysixr degree level shall receive a salary supplement of
one hundred twentgix dollars ($126.00) per month in addition to the compensation provided
pursuant to this section. Superintendents, assistant superintendents, associate superintendents,
directors/coordinators, supervisors, and finance officers with certification based on academic
preparation at the doctoral degree level shall receive a salary supplement of two hundred
fifty -three dollars ($253.00) per month in addition to the compensation provided for under this
section.

SECTION 8.6.(e) The State Board of Education shall not perhottal school
administrative units to transfer State funds from other funding categories for salaries for public
school central office administrators.

NONCERTIFIED PERSONNEL SALARIES

SECTION 8.7.(a) The annual salary increase for permanentstiole norcertified
public school employees whose salaries are supported from this &ateral Fund shall be
seven hundred fifty dollars ($750.00) or one and-oalé percent (1.5%), whichever is greater,
commencing July 1, 2017.

SECTION 8.7.(b) Local boards ofeducation shall increase the rates of pay for
such employees who were employed for all or part of fiscal year-2016 and who continue
their employment for fiscal year 20D18 by providing an annual salary increase for
employees of seven hundred fifjollars ($750.00) or one and ohalf percent (1.5%),
whichever is greater.

For parttime employees, the pay increase shall be pro rata based on the number of
hours worked.

SECTION 8.7.(c) The State Board of Education may adopt salary ranges for
noncertifed personnel to support increases of seven hundred fifty dollars ($750.00) or one and
onehalf percent (1.5%), whichever is greater, for the 2PQ¥8 fiscal year.

SCHOOL BOARDS CREATE MINIMUM SALARY SCHED ULE FOR

OCCUPATIONAL THERAPI STS AND PHYSICAL THE RAPISTS

SECTION 8.8 G.S.115G316 is amended by adding a new subsection to read:

"(bl) Every local board of education shall adoatminimum salary schedule for
occupational therapists and physical theragstployed in fulltime, permanent positionghe
minimum salary schedule shall apply to positions paid f&iate local, or federafunds In
accordance with the noncertified salary grades and ranges adopted by the State Board of
Education, he minimum salary schedule shalflifferentiate salaries basedn years of
experiencebut periencebased intervals shall be mpeater thadive years Local boards of
education may compensate occupational therapists and physical therapists above the minimum
salaryscheduleorovided all Statdunded salaries areithin the noncertified salary grades and
ranges adopted by the State Board of Educdtion

THIRD GRADE READING TEACHER BONUS PROGRAM FOR 20182019

SECTION 8.9.(a) It is the intent of the State to reward teacher performance and
encourage student learningdaimprovement. To attain this goahe Department of Public
Instruction shall administer the Third GradeadingTeacher Bonus Program (program) for the
20182019 fiscal yeato qualifying teachers who have an Education Valdeed Assessment
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System (EVAAS) student growth index score for third grade reading from the previous school

year, as follows:

bonuses awarded pursuant to this section on teacher performance and retention. The State

(1)

(2)

3)

(4)

(5)
(6)

For purposes of this section, the following definitions shall apply:

a. Eligible Teacher.i A teacher who remains teaching in the same
school at least fra the school year the data for the EVAAS student
growth index score for third grade reading is collected until the
school year a bonus provided under this subsection is paid.

b. Qualifying Teacheri An eligible teacher who meets one or both of
the following criteria:

1. Is in the top twentfive percent (25%) of teachers in the
State according to the EVAAS student growth index score for
third grade reading from the previous school year.

2. Is in the top twentfive percent (25%) of teachers in the
teache’s respective local school administrative unit according
to the EVAAS student growth index score for third grade
reading from the previous school year.

Of the funds appropriated for this program, five million dollars ($5,000,000)

shall be allocated fobonuses to qualifying teachers under subdivision

(1)b.1. of this subsection. Funds appropriated for this purpose shall be

distributed equally among qualifying teachers.

Of the funds appropriated for this program, five million dollars ($5,000,000)

shal be allocated for bonuses to qualifying teachers under subdivision

(1)b.2. of this subsection. Funds allocated for this bonus shall be divided

proportionally based on average daily membership in third grade for each

local school administrative unit and etn distributed equally among
gualifying teachers in each local school administrative unit, subject to the
following conditions:

a. Teachers employed in charter schools, regional schools, and
University of North Carolina laboratory schools are not eligtole
receive a bonus under this subdivision.

b. Any teacher working in a local school administrative unit that
employs three or fewer third grade teachers shall receive a bonus
under this subdivision if that teacher has an EVAAS student growth
index score fothird grade reading from the previous school year that
exceeds expected growth.

Bonuses awarded pursuant to subdivisions (2) and (3) of this subsection are

payable in January to qualifying teachers based on EVAAS student growth

index score data froitine previous school year.

A qualifying teacher may receive a bonus under both subdivisions (2) and

(3) of this subsection.

The bonus or bonuses awarded to a qualifying teacher pursuant to this

section shall be in addition to any regular wage oemtionus the teacher

receives or is scheduled to receive.

SECTION 8.9.(b) NotwithstandingG.S.1351(7a), the bonuses awarded by this
section are not compensation under Article 1 of Chapter 135 of the General Statutes, the
Teachersand State Employegletirement System.

SECTION 8.9.(c) The State Board of Education shall study the effect of the

Board shall report the results of its findings, the distribution obwside bonuses as among
local school administrative units, and the distribution of bonuses within local school
administrative units as among individual schools to the President Pro Tempore of the Senate,
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the Speaker of the House of Representatives, the leigislative Education Oversight
Committee, and the Fiscal Research Division by March 15, 2019.

PART IX. COMMUNITY C OLLEGES

REORGANIZATION OF TH E COMMUNITY COLLEGES SYSTEM OFFICE

SECTION 9.1(a) Notwithstanding any other provision of law and consistett
the authority established i6.S.115D-3, the President of the North Carolina Community
College System may reorganize the System Office in accordance with recommendations and
plans submitted to and approved by the State Board of Community Colleges.

SECTION 9.1(b) This section expires June 30, 2018.

CARRYFORWARD OF COLL EGE INFORMATION SYST EM FUNDS

SECTION 9.2 Of the funds appropriated to the Community Colleges System
Office for the 20172019 fiscal biennium for the College Information System,auprie million
two hundred fifty thousand dollars ($1,250,000) shall not revert at the end of each fiscal year
but shall remain available until expended. These funds may be used only to purchase periodic
system upgrades and modernize tharthN Carolina Commnity CollegeSystens enterprise
resource planning (ERP) system.

COMMUNITY COLLEGE WO RKFORCE STUDY
SECTION 9.3.(a) The State Board of Community Colleges shall study the costs of
workforce training and academic instruction delivered by the communitggesl! The study
shall assess, at minimum, the various factors that affect instructional costs in these courses,
including specialized equipment requirements, faculty salaries, and space requirements.
SECTION 9.3(b) By September 1, 2018, the State Bodrdllssubmit a report to
the Office of State Budget and Management, the Fiscal Research Division, and the Joint
Legislative Education Oversight Committee on the results of the study, including any
recommendations on the calculation of tiered funding ratdglee classification of courses by
tier.

BUDGET ALIGNMENT FOR BIONETWORK GRANTS AN D CC SPECIALIZED
CENTERS AND PROGRAMS

SECTION 9.4. Of the funds reduced by this act for the Bionetwork Grants and the
Specialized Centers and Programs to align budgetedisfwith actual expenditures for the
20172019 fiscal biennium, the Community Colleges System Office shall, to the extent
practicable, hold harmless for the 2€A019 biennium those community colleges that
expended all of the funds allocated to them thhotige affected programs in the 202617
fiscal year.

START-UP FUNDS FOR HIGH-COST WORKFORCE CURRICULUM COURSES

SECTION 9.5(a) The State Board of Community Colleges shall establish the
Community College HigiCost Workforce Program Grant to allocate fsind community
colleges to establish new higlost workforceTier 1A and Tier 1Bcourses that require
significant stadup funds. The State Board shall adopt an application process for community
colleges to apply for the award of funds to establish newsesibeginning with the 204819
fiscal year. To be eligible to receive the funds, community colleges shall submit to the State
Board a completed application, which shall include at least the following information:

(1) A description of the proposed prograf study.

(2) An impact assessment of implementing the proposed course on existing

programs at contiguous colleges.
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(3) Documentation of student interest in the course.

(4)  Alignment of the course with the future employment needs within the area

served ly the community college and the State.

SECTION 9.5.(b) The State Board of Community Colleges shall submit a report to
the Joint Legislative Education Oversight Committee by November 1 of each year of the
program on the implementation of the new hagistworkforce Tier 1A and Tier 1Bcourses,
including at least the following information:

(1) The use of funds by community colleges participating in the grant program,

including:
a. Startup costs to establish new courses.
b. Costs associated with student mstion, including faculty salaries,

instructional supplies, and related instructional equipment.
(2) Evaluation of the success of the community college courses, including:

a. Student enrollment numbers.

b. Student outcomes, including job attainment arat@mnent data and
completion of any certification, diploma, or associate degree
programs.

CC BOARD OF TRUSTEES TRAINING

SECTION 9.6.(a) Article 2 of Chapter 115D of the General Statutes is amended by
adding a new section to read:

"8 119-18.5 Training of board of trusteesmembers.

All members ofa board of trusteeshall participate in, within six months of appointmgnt
anorientation sessioprovided by the Community Colleges System Offigkembers shakilso
participate inan education sessigrovidedby the System Officevery two years thereafter
while serving on the board of trusteékhe System Office shall develop orientation and
education session content in consultation veiimmunity college representativeicluding
community college presidentand members of boards of truste@he State Board of
Community Colleges shall adopt rules to implement this settion.

SECTION 9.6.(b) G.S.115D-19(b) reads as rewritten:

"(b) A board of trustees may declare vacant the office of a member who doetendt at
three consecutive, scheduled meetings without justifiable excuse. A board of trustees may also
declare vacant the office of a member who wrthout Justn‘lable excuse, does not participate

oy ed by
the—Nerth—Gare#na—AsseeraHeeef—GemmumﬁLGeuegeiFrusheebe board of trusteetralnrnq
required pursuant td5.S.115D-18.5. The board of trustees shall notify the appropriate
appointing authority of any vacanty.

SECTION 9.6(c) The Community Colleges System Office shall make the
orientation session required 16S.115D-18.5, as enacted by this section, available no later
than January 1, 2018. Members of boards of trustees appointed between the date this act
becomes & and January 1, 2018, shall have until June 30, 2018, to participate in an
orientation session. Members of boards of trustees who were appointed prior to the date this act
becomes law shall participate in an initial education session pursu&@t©15D-18.5 by
December 31, 2018.

SECTION 9.6.(d) Subsection (b) of this section becomes effective January 1,

2019.
SELECTION OF LOCAL C OMMUNITY COLLEGE PRE SIDENTS/CONSULTANT

CONTRACTS
SECTION 9.7.(a) G.S.115D-20(1) reads as rewritten:

Page64 Senate Bill 257 S257PCS55078MLxfr-10 [v.5]



OCoO~NOOUIDA WNPE

General Assembly Of North Carolina Session 2017

"(1) To elect a preseht or chief administrative officer of the institution for such
term and under such conditions as the trusteesfimaguehfix. If the board
of trusteeschooses to use searchconsultant to assist with the election
processthe board of trustees shaklsct the search consultant through a
competitive request for proposabrocess A contract with a search
consultantpursuant to this subdivisioshall not be subject to Article 3C of
Chapter 143 of the Gener@tatutes The electionte-of a president orlaef
administrative officer shalbe subject to the approval of the State Board of
Community Colleges.

SECTION 9.7.(b) This section applies to consultant contracts entered into on or

after the date this act becomes law.

CLARIFY YOUTH APPREN TICESHIP PROGRAM
SECTION 9.8(a) G.S.115D-5(b)(16) reads as rewritten:
"(16) Courses provided to students who are participating an—a
pre-apprenticeship oapprenticeship program that meets all of the following

criteria:
a. Meets one of the following:
1. Is a regisered apprenticeship program recognized by the
United States Department of Labor.
2. Is a preapprenticeship program recognizaxad approvedy
the State agencydministering the statewide apprenticeship
program.
b. Has a documented plan of study with mg relating to a
job-specific occupational or technical skill.
C. Requires the participants in the program to be high school students

when entering the prograin.
SECTION 9.8(b) This section applies retroactively beginning with the 2016 fall
academic ten.

PART X. UNIVERSITIES

FULL -TIME STAFF FOR BOARD OF GOVERNORS/10 DAYSPRIOR NOTICE FOR
VOTES ON BOARD OF GOVERNORS AGENDA ITEMS

SECTION 10.1(a) Establish FuHTime Staff Positionsi The Board of Governors
of The University of North Carolina may hitg to three fultime staff members who shall
report directly to the Board of Governors. The Board of Governors shall determine the job
titles, responsibilities, and salaries for staff members by December 31, 2017. Salaries for staff
hired pursuant to thisection shall be competitive with other positions of similar level and
authority within The University of North Carolina System.

SECTION 10.1(b) Prior Notice for Votes on Agenda ItenisIn order to allow
proper time to evaluate important items for adagtion by the Board of Governors, votes will
be allowed only on agenda items that Board of Governors members have had in their
possession for at least 10 business days prior to the vote.

SECTION 10.1(c) Funding for Staff Position$. Of the funds apmpriated by this
act to the Board of Governors of The University of North Carolina for the-2019 fiscal
biennium, the sum of up to three hundred thousand dollars ($300,000) in recurring funds may
be used by the Board of Governors each fiscal year efbtannium to support the staff
positions for the Board of Governors created pursuant to this section.

SECTION 10.1(d) Reporting Requiremerit. The Board of Governors shall report
to the Joint Legislative Education Oversight Goittee no later than Decdrar 31 2017,
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regarding the staff positions authorized by this section. The report shall include the job titles,
responsibilities, and salaries for staff members hired pursuant to this section.

ELIZABETH CITY STATE UNIVERSITY BUDGET ST ABILIZATION FUNDS
REPORT

SECTION 10.2 The President of The University of North Carolina shall report
each quarter of the 2042019 fiscal biennium to the Office of State Budget and Management
and the Fiscal Research Division of the General Assembly on the status of haldjeason
funds appropriated to Elizabeth City State University by this act for the purpose of supporting
temporary faculty, aviation science programs, and student success initiatives. The reports shall
provide detailed descriptions of the scope of wibik has been completed to date, anticipated
activities for the next quarter, and a plan with time lines to complete the full scope of work. The
reports shall also include outcomes achieved from improvements implemented using these
funds. The first quartly report required by this section shall be made no later than January 1,
2018.

INCREASE NUMBER OF M EDICAL STUDENT SLOT S

SECTION 10.3 Of the funds appropriated by this act to the Board of Governors of
The University of North Carolina for the 20PD18fiscal year, a sum of at least three million
dollars ($3,000,000) shall be used to increase the number of available medical student slots at
the School of Medicine.

EXTEND CHALLENGE GRA NT FOR COLLABORATORY AT UNC-CHAPEL HILL
SECTION 10.4(a) Section 275 of S.L. 201694 reads as rewritten:

"SECTION 27.5. Of the funds appropriated in this act to the Office of State Budget and
Management, Special Appropriations, up to the sum of three million five hundred thousand
dollars ($3,500,000) in nonrecurring funids the 20162017 fiscal year shall be allocated to
the Board of Trustees of the University of North Carolina at Chapel Hill for operation of the
North Carolina Policy Collaboratory. Allocations made pursuant to this section shall be
matched by the Boamf Trustees on the basis of one dollar ($1.00) in allocated funds for every
one dollar ($1.00) in neState funds that the Board of Trustees raises by Jurz028;2018,
for the purposes of operating the Collaboratdityese funds shall be in addition day other
funds appropriated in this act for the North Carolina Policy Collaboratory at the University of
North Carolina at Chapel Hilllhese funds shall not revert but shall continue to be avasable
matching funds as provided by this section.

SECTION 10.4(b) This section becomes effective June 30, 2017.

WESTERN SCHOOL OF ENGINEERING AND TECHNO LOGY FUNDS

SECTION 10.5(a) Funds appropriated for project management and curriculum
development at the Western School of Engineering and Technology whglunded in the
Connect NC Bond for the 204817 fiscal year shall not revert and shall remain available for
the 20172019 fiscal biennium for the purpose of project management and curriculum
development.

SECTION 10.5(b) This section becomes effectivane 30, 2017.

ENHANCE UNC DATA SYSTEMS TO IMPROVE INST ITUTIONAL
PERFORMANCE AND STUDENT SUCCESS
SECTION 10.6(a) The Board of Governors of The University of North Carolina
shall use funds appropriated by this act to modernize business processes,e increas
standardization, and maximize State resources. The investment will enable better financial
management of The University of North Carolina and should yield, at a minimum, but not
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limited to, costperunit analysis, predictive modeling, and more timelyesscto actionable
information. Funds shall also be used to enhance data systems for the following purposes:
integrating financial, human resource, and student account systems across The University of
North Carolina System; developing new data collectiorséess that track faculty and staff
retention rates and pegtaduation student outcomes; expandiKgow Before You Gb data
reporting; and implementing a Witased student advising tool as part of a pilot program to be
known as'Finish in Four'"

SECTION 10.6(b) The President of The University of North Carolina shall report
on implementation of this section to the Joint Legislative Education Oversight Committee on or
before March 1 of each fiscal year of the 2@D9 fiscal biennium. The report shalemtify
specific improvements to data access, analytics, and transparency available to the public and
legislative and executive branch decisimakers resulting from this project.

UNC/ESCHEATS FUND FOR STUDENT FINANCIAL AID PROGRAMS

SECTION 10.7.(a) The funds appropriated by this act from the Escheat Fund for
the 20172019 fiscal biennium for student financial aid shall be allocated in accordance with
G.S.116B-7. Notwithstanding any other provision of Chapter 116B of the General Statutes, if
the interestncome generated from the Escheat Fund is less than the amounts referenced in this
act, the difference may be taken from the Escheat Fund principal to reach the appropriations
referenced in this act; however, under no circumstances shall the EscheatriRaipclpbe
reduced below the sum requiredGnS.116B-6(f). If any funds appropriated from the Escheat
Fund by this act for student financial aid remain uncommitted aid as of the end of a fiscal year,
the funds shall be returned to the Escheat Fundpiblytto the extent the funds exceed the
amount of the Escheat Fund income for that fiscal year.

SECTION 10.7.(b) The State Education Assistance Authority (SEAA) shall
conduct periodic evaluations of expenditures of the student financial aid programstetedn
by SEAA to determine if allocations are utilized to ensure access to institutions of higher
learning and to meet the goals of the respective programs. The SEAA may make
recommendations for redistribution of funds to the President of The Univerfsilyorth
Carolina and the President of the Community College System regarding their respective student
financial aid programs, who then may authorize redistribution of unutilized funds for a
particular fiscal year.

UNC MANAGEMENT FLEXI BILITY REDUCTION

SECTION 10.8(a) The management flexibility reduction for The University of
North Carolina shall not be allocated by the Board of Governors to the constituent institutions
and affiliated entities using an acrdgbg-board method but shall be done in a marthet
recognizes the importance of the academic missions and differences among The University of
North Carolina entities.

Before taking reductions in instructional budgets, the Board of Governors and the
campuses of the constituent institutions shall aersall of the following:

Q) Reducing State funding for centers and institutes, speaker series, and other

nonacademic activities.

(2) Faculty workload adjustments.

3) Restructuring of research activities.

(4) Implementing cossaving span of control meaes.

(5) Reducing the number of senior and middle management positions.

(6) Eliminating lowperforming, redundant, or lo@enroliment programs.

(7 Using alternative funding sources.

(8) Protecting direct classroom services.
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The Board of Governors and tkampuses of the constituent institutions also shall
review the institutional trust funds and the special funds held by or on behalf of The University
of North Carolina and its constituent institutions to determine whether there are monies
available in thos funds that can be used to assist with operating costs. In addition, the
campuses of the constituent institutions also shall require their faculty to have a teaching
workload equal to the national average in their Carnegie classification.

SECTION 10.8(b) In allocating the management flexibility reduction, no
reduction in State funds shall be allocated in either fiscal year of the2ZZBrfiscal biennium
to any of the following:

(2) UNC NeedBased Financial Aid.

(2) North Carolina NeedBased Scholarship

3) Elizabeth City State University.

4) Fayetteville State University.

(5) NC School of Science and Mathematics.

(6) University of North Carolina at Wilmington.

(7) University of North Carolina School of the Arts.

(8)  State funds allocated to NC Statailkrsity for support to the Agriculture

Education/Future Farmers of America Program.

(9)  Special Education Scholarships for Children with Disabilities.

(10) University of North Carolina laboratory schools.

(11) North Carolina Personal Education Savingedunts Program.

(12) Teaching Fellows Program.

(13) Opportunity Scholarship Program.

(14) Future Teachers of North Carolina.

(15) North Carolina Policy Collaboratory.

(16) NCSU Cooperative Extension.

(17) NCSU Agricultural Research.

SECTION 10.8(c) The University of North Carolina shall report on the
implementation of the management flexibility reduction in subsection (a) of this section for the
20172018 fiscal year to the Office of State Budget and Management and the Fiscal Research
Division no later tlan April 1, 2018, and shall report on the implementation of the management
flexibility reduction in subsection (a) of this section for the 20089 fiscal year to the Office
of State Budget and Management and the Fiscal Research Division no later tihdn2qdro.

The reports shall identify both of the following by campus:

(1) The total number of positions eliminated by type (faculty/nonfaculty).

(2)  The lowperforming, redundant, and leanrollment programs that were

eliminated.

FUTURE TEACHERS OF NORTH CAROLINA
SECTION 10.9(a) Article 1 of Chapter 116 of the General Statutes is amended by
adding a new Part to read:
"Part 4B.Future Teachers of North Carolina.
"8 11641.30. Establishment of Future Teachers of North Carolina.

(a) Purposei Future Teahers of North Carolinahereinaftei=TNC, is establishedo
encouragehigh-achieving high school studentsvith strong academic,interpersonal and
leadership skills to consider teaching as a career.

(b) Program.i FTNC shall bea program provithg professonal development and
curriculafor course that provide a challenging introduction to teaching as a profession for high
school studentshrough course®ffered by participatinchigh schoolsin conjunction with
college partnetsFTNC courses shall includeoth content on pedagoqgy and the profession of
teachingandfield experience$or high school students
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"8 11641.31. Oversight of Future Teachers ofNorth Carolina.

(a) FTNC General Administrationi FTNC shall be administratively located in The
Universty of North Carolina _General Administration. The President shall select three
constituentinstitutions with _highly successful schools of educatitwcated in thewestern,
central, andeastern regions of the Stateespectively,to collaborateon developmen of
curricula for FTNC and toprovide professional development to high school teachers who will
teachFTNC courses. The three constituent institutichsll also work with otherconstituent
institutions andother institutions of higher education in the at to seek inputin the
development of curricaland professional development for FTNC dadccreate a network of
college facultyto provide support thigh schools offering FTNC courses

(b) FTNC Site Applications.i All high schools in the State are emtaged to offer
FTNC courses to students. A high school shall apply to offer FTNC courses with the
geographically appropriateonstituent institution overseeing FTNC and shall ensure that all
teachers teaching FTNC courdesve received appropriate traigi High schools shall also
seek a partneinstitution of higher education to provide support from college facidigh
schools participatingn the FTNC program shall report demographic, survey, and other
available outcome data to The University of NoriBarolina General Administration as
necessary for completion of the FTNC annual report requirésl. §y116-41.32.

(c) FTNC Institution of Higher Education Partners. Constituent institutions that
partner with high schoolshall offer dual credit for higlschool students who successfully
complete the FTNC course with a grade'Bf or higher.Other institutions of higher education
that partner with high schools are encouraged to offer dual credit for high school students who
successfully complete the FTNgOurse with a grade dB" or higher.Constituent institutions
shall provide annually tdhe University of North Carolina General Administration data on
students who have received dual credit for completionnd¥ENC course and students who
appliedfor adnission into an educator preparation program at a constituent institution who
indicatedin the application for admission that the studeminpleted B FTNC courseOther
institutions of higher education are encouraged to provide annually to The Unieénsivyth
Carolina General Administration data on students who have received dual credit for completion
of an FTNC course and students who applied for admission into an educator preparation
program atthe institution of higher educatiomho indicated in thepplication for admission
that the student completed BTNC course.

"8 11641.32. Future Teachers of North Carolina reporting.

The University of North Carolina General Administration shall report annually, beginning
October 15, 209, on the following:

(1) Total umberand namesof local school administrative unitwith high
schools participating in FTGl total number anchamesof high schools
offering FTNC, partner institution of higher education for each high schoaol,
andnumber of sections of the couttseing offeredat each high school

(2 Demographic information of students enrolled in FTNC courses.

3) Percentage of students whafter completing the courseeported the

following:

a. The student lansto choose teaching as a profession.

b. The course was very or somewhat effective in_helpitng student
formulate a positive perception of the education profession.

C. The courseworkand activities increasethe studers knowledge of
the teaching profession and other careers in education.

d. Thefield experience helpethe studentinderstand the many factors

that contribute to effective teaching.
4 Percentag®f students who completedh &TNC course who received dual
credit forsuccessfutompletion of the coursdy institution
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(5) Percentage of stients who completednaFTNC course who applied for
admission into meducatompreparatiorprogram by institution.

(6) Number of teachers provided professional development for FTNC.

SECTION 10.9(b) The University of North Carolina General Administratiimall
report by October 15, 2018, on the number of site applications received, number of teachers
provided professional development, number of local school administrative units and high
schools offering FTNC, and number of sections of the course beiagdffor the 201-2019
school year.

SECTION 10.9(c) This section becomes effective July 1, 2017. The selected
constituent institutions shall make available site applications and provide professional
development to high school teachers no later than Bepfi) 2018.

UNC ENROLLMENT FUNDI NG/OSBM RESERVE ACCOUNT

SECTION 10.1Q0 Funds appropriated by this act for enrollmedjustments
including funds for the NC Promise Tuition Plamall be certified to a reserve account in the
Office of State Budget antlanagement. The appropriation is made on an annual basis and
shall be held in reserve until actual enroliment can be verified following the fall semester
census. Funds for the spring semester shall be allocated using the actual enroliment from the
fall senmester and applying the thrgear average fallo-spring retention of fundable credit
hours. After verification, the Board of Governors, subject to the approval of the Director of the
Budget, shall allocate the funds for the fiscal year to the constitgittutions based on the
criteria set out in this section.

Upon authorization by the Director of the Budget, funds may be advanced to
constituent institutions whose tuition receipts are insufficient to maintain operations until
enrollment is verified. Anynstitutions receiving funds in advance shall report to the Office of
State Budget and Management at the close of the semester to reconcile any differences between
funding received for enrollment and actual enrollment. An allocation made pursuant to this
section may result in an allocation to a constituent institution that is greater than or less than the
amount originally requested for enrollment change funding at that institution. Pursuant to
G.S.11611(9)d., the Director of the Budget may, on recommaéiod of the Board, authorize
transfer of appropriated funds from one institution to another to provide additional adjustments
for over or under enrollment or may make any other adjustments among institutions that would
provide for the orderly and efficieoperation of institutions.

IN-STATE TUITION FOR VE TERANS/COMPLIANCE WI TH FEDERAL LAW
SECTION 10.11 G.S.116143.3A reads as rewritten:
"§ 116143.3A. Waiver of 12month residency requirement for certain veterans and other
individuals entitled to federal education benefits under 38 U.S.C. Chapter 30 or
38 U.S.C. Chapter 33.
@) Definitions.T The following definitions apply in this section:
(1) Abode.i Has the same meaning@sS.116-143.3(a)(1).
(2)  Armed Forcesi Has the same meaning@sS.116-143.3(a)(2).
(3) Veteran.i A person who served active duty for not less than 90 days in the
Armed Forces, the Commissioned Corps of the U.S. Public Health Service,
or the National Oceanic and Atmospheric Administration and who was
discharged or releasedm such service.
(b)  Waiver of 12Month Residency Requirement for Veterdn.Any veteran who
gualifies for admission to an institution of higher education as defin€dSriL16-143.1(a)(3)
is eligible to be charged the-Btate tuition rate and applicabieandatory fees for enrollment
without satisfying the I-Pnonth residency requirement und@rS.116-143.1, provided the
veteran meets all of the following criteria:
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(2) The veteran applies for admission to the institution of higher education and
enrolls wihin three years of the vetefardischarge or release from the
Armed Forces, the Commissioned Corps of the U.S. Public Health Service,
or the National Oceanic and Atmospheric Administration.

(2)  The veteran qualifies for and uses educational benefitsigmirso 38 U.S.C.
Chapter 30 (Montgomery G.I. Bill Active Duty Education Assistance
Program) or 38 U.S.C. Chapter 33 (P9&t1 Educational Assistance), as
administered by the U.S. Department of Veterans Affairs.

(3) The veterais abode is North Carolina.

(4)  The veteran provides the institution of higher education at which the veteran
intends to enroll a letter of intent to establish residence in North Carolina.

(c) Eligibility of Other Individuals Entitled to Federal Educational Benefits Under 38
U.S.C. hapter 30 or 38 U.S.C. Chapter B3Any person who is entitled to federal educational
benefits under 38 U.S.C. Chapter 30 or 38 U.S.C. Chapter 33 is also eligible to be charged the
in-State tuition rate and applicable mandatory fees for enrollment witbatigfying the
12-month residency requirement undeiS.116-143.1, if the person meets all of the following
criteria:

(1) The person qualifies for admission to the institution of higher education as
defined inG.S.116143.1(a)(3)and-and, with the exceawn of individuals
described in subsections (cl) and (c2) of this sectemplls in the
institution of higher education within three years of the veterdischarge
or release from the Armed Forces, the Commissioned Corps of the U.S.
Public Health Serfge, or the National Oceanic and Atmospheric
Administration.

(2) The person is the recipient of federal educational benefits pursuant to 38
U.S.C. Chapter 30 (Montgomery G.I. Bill Active Duty Education Assistance
Program) or 38 U.S.C. Chapter 33 (P8&tl Educational Assistance), as
administered by the U.S. Department of Veterans Affairs.

(3) The persols abode is North Carolina.

(4)  The person provides the institution of higher education at which the person
intends to enroll a letter of intent to establiesidence in North Carolina.

(cl) Recipients using transferred P&11 Gl Bill benefits (38J.S.C. 8 3319) while the
transferor is on active duty in the Armed Forces, the commissioned corps of the U.S. Public
Health Serviceor the National Oceanic amdtmospheric Administration are eligibf®r the
in-State tuition rateprovided the recipief# abode is in North Carolina and the recipient
provides the institution of higher education a letter of intent to establish residency in North
Carolina.

(c2) Redpients of the Mane Gunnery Sergeant John David Fry Scholarship (3B8QJ
§3311(b)(9)), whose parent or spouse died in the line gf ekithout regard as to whether the
death in the line of duty followed a period of active duty service of 90 daysooe, are
eligible to receive ifBtate tuition under this sectigprovided the recipietst abode is in North
Carolina and the recipient provides the institution of higher education a letter of intent to
establish residency in North Carolina.

(d)  After the expiration of the thregear period following discharger—death-as
described in 38 U.S.C. § 3679(c), any enrolled veteran entitled to federal educational benefits
under 38 U.S.C. Chapter 30 or 38 U.S.C. Chapter 33 and any other enrolled individual
descriled in subsectiorfc) of this sectiorentitled to federal educational benefits under 38
U.S.C. Chapter 30 or 38 U.S.C. Chapter 33 who is eligible f8tate tuition under this section
shall continue to be eligible for the-#tate tuition rate so long dke covered individual
remains continuously enrolled (other than during regularly scheduled breaks between courses,
guarters, terms, or semesters) at that institution of higher edutation.
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SENIOR CITIZENS MAY AUDIT COURSES AT UNC AND COMMUNITY

COLLEGES

SECTION 10.12(a) Chapter 115B of the General Statutes is amended by adding a
new section to read:
"§ 115B2B. Senior citizens may audit classes.

Any person who is at least 65 years old may audit courses offered at the constituent
institutions of The Uniwvesity of North Carolina and the Community Colleges as defined in
G.S.115D-2(2) without paynent of any required registration or enroliment fee for the audit
providedthe audit is approved by the instructor of the class and there is no cost to the State. A
person shall be allowed to audit a class under this section only on a space available basis.
Persons auditing classes under this section shall not be counted in the computation of
errollment for funding purposes.

SECTION 10.12(b) G.S.115B4 reads as witten:
"8 115B4. Enrollment computation for funding purposes.

PersoensExcept as provided inG.S.115B-2B, persons attending classes under the
provisions of this Chapter, without payment of tuition, shall be counted in the computation of
enrollment forfunding purposes.

SECTION 10.12(c) This section becomes effective July 1, 2017, and applies
beginning with the 2017 Fall academic semester.

STUDY/UNC EQUAL OPPORTUNITY COMPLIANCE O FFICERS

SECTION 10.13(a) The Board of Governors of The University obfth Carolina
shall study the equal opportunity policies, which include the policies related to diversity and
nondiscrimination, adopted by each constituent institution, the implementation of those policies
on each campus, and the services provided onaanpus. In conducting the study, the Board
of Governors shall review and evaluate the equal opportunity policies with a particular focus on
transparency and effectiveness of the policies.

As part of the study, the Board of Governors shall direct eachittmmg institution
to identify all staff positions on campus that include as part of the job duties any responsibility
for the implementation, administration, or enforcement of policies intended to promote equal
opportunity, diversity, or inclusivenesqjdicate how those staff positions and the services
offered through those positions fit within the organizational structure of the constituent
institution; and indicate the direct and indirect costs related to those staff positions and services
provided bythose staff positions. This information shall include the number oftipaetand
full-time employees in these staff positions by each individual campus, descriptions of job
duties of each of these employees, and the total costs of the positions.

The studyshall also consider the feasibility of developing equal opportunity plans at
each constituent institution that consolidate all equal opportunity services offered at each
constituent institution into a single office headed by an equal employment offgignatied by
the Chancellor in order to promote effectiveness and efficiency.

SECTION 10.13(b) The Board of Governors of The University of North Carolina
shall submit a report that includes its findings, recommendations, and policy changes to the
Joint Legislative Education Oversight Committee by January 1, 2018. The Board of Governors
shall approve the report prior to the submission to the Joint Legislative Education Oversight
Committee.

BOARD OF GOVERNORS STUDY/ESTABLISH SCHOOL OF ALLIED HEALTH
SCIENCES AND HEALTH CARE AT U NC-PEMBROKE
SECTION 10.14(a) The Board of Governors of The University of North Carolina
shall study the feasibility of establishing a School of Allied Health Sciences and Health Care at
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the University of North Carolina at Pembroke. its study the Board of Governors shall
consider the health care needs of the region and what allied health science and health care
programs would best serve the region and meet its health care needs. The Board of Governors
shall also consider the costsdafinancial benefits of establishing a School of Allied Health
Sciences and Health Care.

The Board of Governors shall submit a report on the study, including its findings
and recommendations, by May 1, 2018, to the members of the Senate and the House of
Representatives, by filing a copy of the report with the Office of the President Pro Tempore of
the Senate, the Office of the Speaker of the House of Representatives, and the Legislative
Library.

SECTION 10.14(b) Of the funds appropriated by this act tiee Board of
Governors of The University of North Carolina for the 2@DA8 fiscal year, the Board may
use up to one hundred thousand dollars ($100,000) to cover the costs of the study required by
this section.

UNC TO FUND NORTH CAROLINA RESEARCH CAMP US

SECTION 10.15 Of the funds appropriated by this act to the Board of Governors
of The University of North Carolina, the Board of Governors shall use twené million
dollars ($29,000,000) for the 20®D18 fiscal year and twentyine million dollars
($29,000,000) for the 2018019 fiscal year to support UN@lated activities at the North
Carolina Research Campus at Kannapolis.

SUBPART X-A. UNIVERSITY/STATE EDUCATION ASSISTANCE AUTHORITY

SOFTWARE FOR ADMINIS TRATION OF THE OPPORTUNITY SCHOLARSHIP
AND SPECIAL EDUCATION SCH OLARSHIP PROGRAMS

SECTION 10A.1(a) The North Carolina State Education Assistance Authority
(Authority) shall purchase software necessary to support the administration of the Opportunity
Scholarship Grant Program and the Special Edwutatcholarships for Children with
Disabilities Program. The funds appropriated by this act for this purpose may also be used for
customization of the software, development of interfaces with other internal systems,
conversion of data, and training forfétan the new software system.

SECTION 10A.1(b) The Authority shall report by October 1 of each year,
beginning October 1, 2017, and ending October 1, 2019, to the Fiscal Research Division and
the Joint Legislative Education Oversight Committee on thguiaition of software for
administration of the program and all aspects of implementation of the software system and the
expenditure of funds.

ELIMINATE SCHOOL SIT E SCHOLARSHIP ENDORSEMENT REQUIREMENT
SECTION 10A.2(a) G.S.115G112.6(b1)(1)a. reads aswritten:

"a. Scholarship endorsement for tuitidn.The Authority shall remit, at
least two times each school year, scholarship funds awarded to
eligible students for endorsement by at least one of the swdent
parents or guardians for tuition to atteadnonpublic school that
meets the requirements of Part 1 or Part 2 of Article 39 of this
Chapter as identified by the Department of Administration, Division
of Nonpublic Education, is deemed eligible by the Division, and is
subject to the requirements @.S.115G562.5. The parent or
guardian shall restrictively endorse the scholarship funds awarded to
the eligible studente-the-schoefor deposit into the account of the
sehoeolnonpublic school to the credit of the eligible studenthe
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parent or guardiarshall not designate any entity or individual
associated with the school as the paseattorneyin-fact to endorse

the scholarshipiunds—but—shall-endorse—the—scheolarship—funds in
person-at-the-site-of- the-schdohds. A parents or guardiais failure

to comply with this section shall result in forfeiture of the scholarship
funds. A scholarship forfeited for failure to comply with this section
shall be returned to the Authority to be awarded to another student.
SECTION 10A.2(b) G.S.115G562.6 readssarewritten:
"8 115G562.6. Scholarship endorsement.

The Authority shall remit, at least two times each school year, scholarship grant funds
awarded to eligible students to the nonpublic school for endorsement by at least one of the
student parents orgardians. The parent or guardian shall restrictively endorse the scholarship
grant funds awarded to the eligible studenthe-renpublic-sehedbr deposit into the account
of the nonpublisehoeelschool to the credit of the eligible studefihe parent oguardian shall
not designate any entity or individual associated with the nonpublic school as thésparent
attorneyln -fact to endorse the scholarship gr&mds—bm—shau—endepse—the—sehelapsiwgrant

fhoads. A parents or guardiais failure to
comply with this section shall result in forfeit of the scholarship grant. A scholarship grant
forfeited for failure to comply with this section shall be returned to the Authority to be awarded
to another studerit
SECTION 10A.2(c) This section applies to scholarship funds awarded beginning
with the 20172018 school year.

NORTH CAROLINA TEACH ING FELLOWS
SECTION 10A.3.(a) Article 23 of Chapter 116 of the General Statutes is amended
by adding a new Part to read:
"Part 3. North Carolindeaching Fellow®rogram
"8 116209.60. Definitions.
The following definitions apply in this Part:
Commissioni The North Carolind eaching Fellow€ommission.
Director.i The Director of the North CarolinBeaching Febbws Program
Forgivable loani A forgivable loan made under the Program.
Programi TheNorth Carolina Teaching Fellow&rogram.
Public school.i An elementary or secondary schdokated in North
Carolina that igjovernedoy a local board oéducation, charter schobbard
of directors regional schoolboard of directors or University of North
Carolina laboratory schoblbard of trustees
(6) STEM. I Science, technology, engineering, and mathematics
(7)  TrustFund.i TheNorth Carolina Teadhg Fellows ProgranfrustFund.
"8 116209.61. North Carolina Teaching FellowsCommission established; membership.
(a) Commission Established. There is established thBorth Carolina Teaching
Fellows Commission.The Commission shall determipeogramand forgivable loanrecipient
selection criterieand selection proceduresnd shall seledhe recipients to receivéorgivable
loansunder he North Carolina Teaching Fellows Programaccordance with the requirements
of this PartThe Director of théNorth Carolina Teaching Fellows Programallappointstaffto
the Commission.
(b) Membership.i The Commission shall consist o4 Imemberswho shall be
appointed or servasex officio membersas follows:
(1) The Board of Governors of The University of Nofflarolina shallappoint
sevenmembers to the Commissias follows

BERREE
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a. Two deans b approved schosl of education at postsecondary

constituent institutiomof The University of North Carolina.

Thepresident of &orth Carolinacommunity college

A teaher who graduated from an approveducatorpreparation

program located in the State within three years of appointment to

serve on the Commission.

A principal who graduated from an approved educator preparation

program located in the State.

A local boardof educatiormember.

A member to represent business and industry in North Carolina.

(2) The General Assembly shall appoint two members to the Commission
accordance witls.S.120-121 as follows:

a. One dean of an approved school of education aatprivate
postsecondary institution operating in the Statgmon the
recommendation of the Speaker of the House of Representatives.

b. One dean of an approved school of education at a private
postsecondary institution operating in the State upon the
recommedation of the President Pro Tempore of the Senate

(3) The following five members shall serve as efficio members to the

Commission:

The North Carolina Teacher of the Year.

The North Carolina Principal of the Year.

The North Carolina Superintdant of the Year.

The chairof the Board of the State Education Assistance Authority.
The Director of théNorth Carolina Teaching Fellows Program

(c) Terms of Office.i Appointments to the Commission shall be for tyaar terms,
expiring on July 1n oddnumbered years. Members serving ex officio, other than the chair of
the Board of the State Education Assistance Authority and Director o Carolina
Teaching Fellows Progranwho have otherwise completed their term of service, shall continue
to serve on the Commission until July 1, annually.

(d) Vacanciesi Except as otherwise provided, if a vacancy occurs in the membership
of the Commissionthe appointing authority shall appoint another penmsaeting the same
gualificationsto serve for tk balance of the unexpired term.

(e) Chair; Meetingsi The Director of the Program shall call the first meeting of the
Commission The Commission m®mbers shall elect a chaand a vicechair from the
membership of the Commission to seoreyearternms. The Commission shall meet regularly
at times and places deemed necessary by the ghain the absence of the chaby the
vice-chair.

(f) Conflict of Interesti A member of the Commission shall abstain from voting on
the selection ofn educator prepation program of a postsecondary constituent institution of
The University of North Carolinar aprivate postsecondary institution operating in the State
underG.S.116-209.62(f)if the member is an officer @mployeeof the institutionor Sits as a

1o =

1o

I |®
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memtker of theinstitutions board of directors.

[(e)] Expensesi Commission members shall receive per diem, subsistence, and travel
allowances in accordance withS.1385 orG.S.1386, as appropriate.

"§ 116209.62. North Carolina Teaching Fellows Programestablished; administration.
(a) Program. There is established tidorth Carolina Teaching Fellows Programbe
administered by the General Administration of The University of North Carolina, in

conjunctionwith the Authority and the Commission. The pogp of the Program is to recruit,

prepare, and suppatudents residing in or attending institutions of higher educiigaiedin

North Carolina for preparation as highly effectS8&EM or special educatioteachers in the
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Stateés public schools. The Bgram shall be used to providgagivable loan to individuals
interested in preparing to teach in the public schools of the St&EHM or special education
licensureareas

(b) TrustFund.i There is established théorth Carolina Teaching Fellows Ry@am
TrustFund to be administered by the Authority, imgmctionwith the General Administration
of The University of North Carolina. All fund$) appropriated to, or otherwise received by, the
Program forforgivable loans(ii) received as repayment forgivableloans and(iii) earnedas
intereston these funds shall be placed in Trest Fund. The purpose of thErust Fund is to
provide financial assistance to qualified students for completion of teacher education and
licensure programto fill STEM or special educatiolicensureareasin the public schoolsof
the State.

(€) Uses of Monies in th&rustFund.i The monies in th&rustFund may be used only
for (i) forgivableloans granted under the Progrdin), administrative costs associated witie t
Program, including recruitment and recovery of funds advanced under the Prografii) and
extracurricular enhancement activities of the Program. The Authority may use sig to
hundred thousand dollars 68,000) from theTrust Fund in each fiscal yeafor its
administrative costs, the salary of the Director of the Program, expenses of the Commission
andto provide he Commissionvith fundsto use forthe extracurricular enhancement activities
of the Program.

(d) Director of the Programi The Board of Governorsof The University of North
Carolina_shall appoint a Director of the Program. The Director stpibint staff to the
Commission and shall be responsible for recruitment and coordination of the Program,
including proactive, aggressive, and stgaterecruitment of potential recipientRecruitment
activities shallinclude (i) targeting regions of the State with the highest teacher attrition rates
and teacher recruitment challengé$) activdy engagng with educators, business leaders,
experts m_human resources, elected officials, and other community leaders throughout the
State and (iii) attracting candidates I8 TEM and special educatioicensure areaso the
Program The Director shall report tthe President of The Universitgf North Cardina. The
Authority shall provide office space and clerical support steffnecessaryp the Directorfor
the Program.

(e) Student Selection Criteria fdforgivable Loans.i The Commission shall adopt
stringent standards for awardiforgivable loans baed on multiple measures to ensure that
only the strongest applicants receive them, including the following:

(1) Grade point averages.

(2) Performance on relevant career and college readiness assessments.

3) Experience, accomplishments, and other crit@lgmonstrating qualities
positively correlated with highly effective teachers, including excellent
verbal and communication skills.

(4) Demonstradd commitment toserve in aSTEM or special education
licensure arem North Carolingpublic schools

(f) Program Selection Criteriai  The Authority shall administer the Program in
cooperation withfive institutions of higher educatiowith approvededucator preparation
programs selected by the Commissiibat represerttoth postsecondary constituent institutson
of The University of North Carolina and private postsecondary institutions operating in the
State. The Commission shall adopt stringent standards for selection of the most effective
educator preparation programs, includihg following:

(1) Demonstratediigh rates of educator effectiveness on vadded models
and teacher evaluations, including using performdras®ed, subjeetpecific
assessment _and support systems, such as edTPA or others noétric
evaluating candidate effectiveness thatdaredictive validity.
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(2) Demonstrates measurable impact of prior graduates on student learning,
including impact of graduates teachimg STEM or special education
licensure areas.

3) Demonstrates high rates gfaduates passingxams required for teacher
licensue.

4 Provides curricular and erurricular enhancements in leadersligmilitates
learning for diverse learnersand promotescommunity engagement,
classroom management, and reflection and assessment.

(5) Requires at least a minor concentration of gtindthe subject area that the
candidate may teach.

(6) Provides early and frequent internship or practical experiences, including the
opportunity for participants to perform practicums diverse school
environments

7 Is approved by the State Board Bfucation as an educator preparation

program.
(@) Awards of Forgivable Loans.i The Program shall providéorgivable loans to

selected students to be usedhat five selected institutions for completion of a program leading
to teacher licensure as follows
(1) North Carolina high school seniors. Forgivable loans of up to eight
thousand two hundred fifty dollars ($8,250) per year for up to four years.
(2)  Students applying for transfer to a selected educator preparation program at
an institution of higheeducationi Forgivableloans of up to eight thousand
two hundred fifty dollars ($8,250) per year for ughceeyears.
3) Individuals currently holding a bache®rdegree seeking preparation for
(4)

teacher licensurd. Forgivableloans of up to eight thsand two hundred
fifty dollars ($8,250) per year for up to two years.

Students matriculating at institutions of higher education who are changing
to enrollment in a selected educator preparation prografargivableloans

of up to eight thousand twundred fifty dollars ($8,250) per year for up to
two years.

Forgivableloans may be used for tuition, fees, and the cost of books.

(h) Identification of STEM and Special EducationLicensure Area. i The
Superintendent of Public Instructiogshall identify and provide to the Commission and the
Authority a list of STEM and special educatiditensureareasand shall annually provide to
the Commissionhe number of available positionseéachlicensure area relative to the number
of current and anticipated t&#ers in that area of licensufthe Commission shall make the list
of STEMand special educatiditensure areasadily available to applicants.

(i) Administration ofForgivableLoan Awardsi Upon the naming of recipients of the
forgivable loans by theCommission, the Commission shall transfer to the Authority its
decisions. The Authority, in coordination with the Director, shall perform all of the
administrative functions necessary to implement this Part, which functions shall include rule
making, dissaninatinginformation,acting as diaison with participating institutionsf higher
educationimplementingforgivableloan agreements, loan monitoring, loan cancelling through
service and _collectiondetermining the acceptability of service repayment a&gnents,
enforcing the agreementand all other functions necessary for the execution, payment, and
enforcement of promissory notes required under this Part.

() Annual Reporti The Commission, in coordination with the Authority, shall report
no later tha January 1, 2@ and annually thereafter, to the Joint Legqislative Education
Oversight Committee regarding the following:

Q) Forgivable bans awarded from tH&ustFund, including the following:
a. Demographic information regarding recipients.
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b. Numbe of recipients by institution of higher education and program.
C. Information on number of recipients by anticipat8TEM and
special educatiolicensure area.
(2) Placement and repayment rates, including the following:
Number of graduates who have baeamployed in &TEM or special
educatiorlicensurearea within two years of program completion.
b. Number of graduates who accepted employment at ao&forming
school identified unde6.S.115G105.37 as part of their years of
service.
Number of grduates who havelected to ddoan repayment and
their years of service, if any, prior to beginning loan repayment.
Number of graduates employed inSTEM or special education
licensure area who have received an overall rating of at least
accomplishedrad have met expected growth on applicable standards
of the teacher evaluation instrument.
Aggregate information on student growth and proficiency in courses
taught by graduates who have fulfilled service requirements through
employment in ETEM or spe@l educatiordicensure area.
(3)  Selected school outcomes by program, including the following:
a. Turnover rate foforgivableloan graduates.
b. Aggregate information on student growth and proficieney
provided annually by the State Board of Educatitm the
Commissionn courses taught biprgivableloan graduates.
C. Fulfillment rate offorgivableloan graduates.
"8 116209.63. Terms oforgivable loans; receipt and disbursement of funds.

(a) Notes.i All forgivable loans shall be evidenced by notemde payable to the
Authority that bear interest at a rate not to exceed ten percent (10%) per year as set by the
Authority and beginningn the first day of Septembaifter the completion of the program
leading to teacher licensure or 90 days after teatiin of theforgivable loan, whichever is
earlier. Theforgivableloan may be terminated upon the recipemtithdrawal from school or
by the recipiers failure to meet the standards set by the Commission.

(b) Forgivenessi The Authority shall forgivehe loan and any interest accrued on the
loan if, within 10 years after graduation from a program leading to teacher licensure, exclusive
of any authorized deferment for extenuating circumstances, the reciergatas a teacher in a
STEM or special eduation licensure area, as provided $S.116-209.6(h), for every year
the teacher was awarded the forgivable |imany combination of the followwg:

(1) Oneyearat a North Carolina public schoalentified as lowperforming
underG.S.115G105.37at the time the teacher accepts employment at the
schoolor, if the teacher changes employmenting this periodat another
school idatified as lowperfaming.

(2) Two years at a North Carolina public school not identified as
low-performing undef5.S.115G105.37

The Authority shall also forgive the loan if it finds that it is impossible for the recipient to
work for up toeightyears, withinl0 years after completion of the program leading to teacher
licensure at a North Carolina public school becauséhaef death or permanent disability of the
recipient. If the recipient repays thwgivableloan by cash payments, all indebtedness shall be
repaid within10 years after completion of the program leading to teacher licensure supported
by the forgivable loan. If the recipient completes a program leading to teacher licensure,
payment of principal and interest shall begin no later tharfirst day of Septembeifter the
completion of the program. Should a recipient present extenuating circumstances, tréyAuth
may extend the period to repay the loan in cash to no more than a total of 12 years

|

|©

|2
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SECTION 10A.3.(b) Initial appointments to the North Carolina Teaching Fellows
Commission shall be made no later than August 15, 2017. Initial appointments to the
Commission shall expire July 1, 2019.

SECTION 10A.3(c) The Commission shall establish initial selection criteria for
recipients and select the five institutions of higher education with approved educator
preparation programs at which a recipient may ugagivable loan no later than November
15, 2017, and shall make available applications to prospective students no later than December
31, 2017.

SECTION 10A.3(d) The Superintendent of Public Instruction shall establish the
list of STEM and special edudah licensure areas and provide that information to the
Commission and Authority no later than October 1, 2017.

SECTION 10A.3(e) The Commission shall select recipients and award the initial
forgivable loans for the 2018019 academic year no later thaprih1, 2018.

SECTION 10A.3(f) G.S.115G472.16(b) reads as rewritten:

"(b) The General Assembly shall only appropriate moneys in the North Carolina

Education Endowment Fund faeacher—compensation-that-is—related-directly—to—improving
student-academiautcomes-in-the public-schools-of the-Staeforgivable loandor the North

Carolina Teaching Fellows Program amadministration of the North Carolina Teaching
Fellows Program under Part 3 of Article 23 of Chafte of the General Statutés

SECTION 10A.3.(g) G.S.116209.27(a) reads as rewritten:

"(@) The Authority shall, as of March 1, 2015, administer all outstanding scholarship
loans previously awarded by the former North Carolina Teaching Fellows Commission and
subject to repayment under the f@emTeaching FellowsRregramProgram administered
pursuant tdPart 2 of Article 24C of Chapter 115C of the General Statutes.

SECTION 10A.3.(h) For the 20172018 fiscal year, the Department of Public
Instruction shall transfer the sum of four hundred fifhousand dollars ($450,000) in
nonrecurring funds from the North Carolina Education Endowment Fund to the Board of
Governors of The University of North Carolina to allocate to the Authority to be used to
implement the North Carolina Teaching Fellows Paogr(Program), as established by this
section. Beginning with the 204819 fiscal year, the Department of Public Instruction shall
transfer the sum of six million dollars ($6,000,000) in recurring funds from the North Carolina
Education Endowment Fund the Board of Governors to be allocated to the Authority for the
operation of the Program and for the award of forgivable loans to selected recipients beginning
with the 20182019 academic year.

PERSONAL EDUCATION SAVINGS ACCOUNT PROGRAM
SECTION 10A.4.(a) Chapter 115C of the General Statutes is amended by adding a
new Article to read:
"Article 39A.
"Personal EducatioBavings Accounts.
"§ 115G567.5. North Carolina Personal Education Savings Account Program
established
There is established the North Camal Personal Education Savings Accounts Program to
provide the option for a parent to better meet the individual educational needs of th& parent
child.
"§ 115G567.6. Definitions.
The following definitions apply in this Article:
(1)  Authority.T The Noth Carolina State Education Assistance Authority.
(2) Division. i The Division of Nonpublic Education, Department of
Administration.
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3) Eligible student.i A student residing in North Carolina who has not yet
received a high school diploma and who medtsoé the following
requirements:

a. Meets one of the following criteria:

1. Was a fulttime student (i) assigned to and attending a public
school pursuant t0G.S.115G366 or (ii) enrolled in a

Department of Defense Elementary and Secondary School,

estabished pursuant to 10 U.S.C. § 2164 and located in North

Carolina, during the previous semester.

Received scholarship funds for a persogdidicationsavings

account during the previous school year.

Is entering either kindergarten or the first grade.

Is a child in foster cares defined irG.S.131D-10.2(9).

Is a child whose adoption decree was entered not more than

one year prior to submission of the scholarship application.

Is a child whose parent or legal guardian is ontiole duty

statls in the active uniformed service of the United States,

including members of the National Guard and Reserve on
active duty orders pursuant to 10 U.S.C. § 12301, et seq., and

10 U.S.C. 8§ 12401, et seq.

7. Is a child enrolled pattime in a public school angarttime
in_a nonpublic schodlhat exclusively provides servicésr
children with disabilities.

|07 [ o0

b. Has not enrolled in a postsecondary institution in_a matriculated
status eligible for enrollment for 12 hours of academic credit.
C. Is a child with a disability, as defined inG.S.115G106.31),

including, for example, intellectual disability, hearing impairment,
speech or language impairment, visual impairment, serious emotional
disturbance, orthopedic impairment, autism, traumatic brain injury,
other kealth impairments, specific learning disability, or disability as
may be required to be included under IDEA.
[C))] Nonpublic schooli A school that meets the requirements of Part 1, 2, or 3
of Article 39 of this Chaptears identified by the Divisian
(5) Parent.i A parent, legal guardian, or legal custodian of an eligible student.
(6) PersonaEducationSavingsAccount or PESAI A bank account provided
to a parent for the purpose of holding scholarship funds awardetieby
Authority for an eligible studento be used for qualifying education
expenses undé3.S.115G567.10.
"8 115G567.7. Award of scholarshipfunds for a personaleducation savingsaccount
(@) Application Selectioni The Authority shall make available no later than February
1 of each yemapplications to eligible students for the awarddiolarshigdundsfor a personal
education savings accouttt be used fogualifying education expenses to attendonpublic
school. Information about scholarshiimdsand the application process sha made available
on the Authority's Web site Applications shall be submitted electronicalBeginning March
15, the Authority shall beginselecting recipient$or scholarshipsaccording to the following
criteria:

(1)  First priority shall be given to igible students whowere awarded
scholarshipfunds for a PESA during the previous school year if those
students have applied by March 1.
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(2)  After fundshave been awarded to prior recipients as provided in subdivision
(1) of this subsectionany remaining funds shall be used to award
scholarshigundsfor aPESAfor all other eligible students.

(b)  Scholarship Awardg. Scholarships shall be awardeach yeafor an amountot to
exceednine thousand dollars$9,000) per eligible studenfor the fiscal yealn which the
application is receivedRecipients shall receiveelsolarship funds deposilin equal amounts
to a PESAIn each quarter of the fiscal yearhe first deposit of funds to RESA shall be
subjectto the execution of theparentalagreement redred by G.S.115G56710. The parent
shallthenreceive a debit card witle prepaidfunds loaded on the card at the beginning of the
fiscal year.After the initial disbursement of fundeach subsequemjuarterlydisbursement of
funds shall be subjeab the submissioty the parenbf an expense repoffhe expense report
shall be submitted electronicalnd shall includ documentation that the student receigad
education as described i6.S.115G56710(a)(1), for no less than 35 days of the apatite
quarter.The debit cardshall be renewed upothe receiptof the parental agreemennder
G.S.115G56710 for recipientsawardedscholarship fundsn subsequenfiscal years Any
funds remaining on the card at the end of fikeal year may be carrieforward to the next
fiscal year if thecard is renewedAny funds remaining on the caiflan agreement is not
renewed shalbe returned to thAuthority.

(c) Eligibility for Other Scholarshipsi Eligibility for the other scholarship programs is
provided for as follows:

(1) An eligible studentinder this Articlemay receive,in addition toa PESAa
scholarship under Part 2A of Article 39 of this Chapter.
(2)  Aneligible studentinder this Articlemay receive, in addition to a PES#Ad
a scholarship undePart 2A of Article 39 of this Chaptea scholarship
under the special education scholarship program for children with
disabilities pursuant toPart 1H of Article 9 of this Chapteonly if that
studenthas one or more of the following disabilities
Autism.
Developmentatiisability.
Hearing impairment.
Moderate or severe intellectual disability.
Multiple, permanent orthopedic impairments.
f. Visual impairment.

(d)  Applications Not Public Recordsl Applications for scholarship funds and

personally identifiable information related to eligible students receifimgls shall not be a

P |20 [T |
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public record under Chapter 132 of the General Statutes. For the purposes of this section,

personally identifiable information means any information directly edlab a student or
members of a studésthousehold, including the name, birthdate, address, Social Security
number, telephone numbermail addressor any other information or identification humber
that would provide information about a specific studentmembers of a specific studesnt
household.
"8 115G567.8. Student continuing eligibility.

After the initial disbursement of fundghe Authority shall ensure that the student
continuing eligibility is assessed at least every three yeanadpf tke following:

(1) Thelocal education agency Thelocal education agenchall assess if the
studentcontinues to be a child with a disability and verify the outcome on a
form to be provided to the Authority.

(2) A licensed psychologist with a school psgtogy focus or a psychiatrist.

The psychologist or psychiatrist shall assess, after review of appropriate
medical and educational records, if the education and related services
received by the student in the nonpublic school setting have improved the
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child's educational performance and if the student would continue to benefit
from placement in the nonpublic school setting. The psychologist or
psychiatrist shall verify the outcome of the assessment on a form to be
provided to the Authority.

"8 115G567.9. Verification of eligibility.

(@) Verification of Information.i The Authority may seek verification of information
on any application fothe award ofcholarshigundsfor a personal education savings account
The Authority shall select and verify six peent (6%) of applications annually, including those
with apparent errors on the face of the applicatidre Authority shall establish rules for the
verification process. If a household fails to cooperate with verification efttsAuthority
shall rewke the award afcholarshigundsfor a PESAfor the eligible student.

(b)  Access to Informationi Household members of applicants ftire award of
scholarshipfunds for a PESA shall authorizehe Authority to access information needed for
verification dforts held by other State agencies, including the Department of Health and
Human Services and the Department of Public Instruction.

"8 115G56710. Parental agreement; use of funds.

(a) Parental Agreement. The Authority shall provide the parent of ahswarship
recipient with a written agreement, applicable for each year the eligible student receives
scholarship funds under this Article, to be signed and returndtiet@duthority prior to
receiving the scholarship fundsLhe agreement shall be submitteéd the Authority
electronically.The parent shall not designate any entity or individual to execute the agreement
on the parerg behalf. A parenbtr eligible studerd failure to comply with this section shall
result in a forfeit of scholarship funds attibse funds may be awarded to another eligible
student. The parent shall agree to the following conditions in order to receive scholarship funds
under this Article:

1) Use at least a portion of the scholarship funds to provide an education to the
eligible student in, at a minimum, the subjects of English language arts,
mathematics, social studies, and science.

(2) Unless the student is an eligible student pursuaGt $115G567.6Q)a.7.,
release docal education agency which the student is eligiblo attend
underG.S.115G366 of all obligations to educate the eligible student while
the eligible student is receiving scholarship funds under this Article. A
parentof a student, other than a student who is an eligible student pursuant
to G.S.115G567.6(3)a.7., who decides to enroll the student into theal
education agencgr other North Carolina public school during the term of
the agreement shall notifthe Authority to request a release from the
agreement and shall return any unexpended funithe fauthority.

3) Use the scholarship funds deposited into a personal education savings
account only for the following qualifying education expenses of the eligible
student:

a. Tuition andfees for a nonpublic schbthat meets the requirements
of Part 1or Part 2 of Article 3%f this Chapterand is subject to the
requirements 06.S.115G562.5.

b. Textbooks required by a nonpublic school.

C. Tutoring andteaching services provided by an individual or facility
accredited by a State, regional, or natiaa@rediting organization.

d. Curricula.

e. Fees for nationally standardized neraeferenced achievement tests,

advanced placement tests, or nationally recognized college entrance
exams.
Fees charged to the account holder for the management of the PESA.

|
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a.
h.

|~

Fees for services provided by a public school, including individual
classes and extracurricular progeam

Premiums charged to the account holder for any insurance or surety
bonds required bthe Authority.

Educatioml therapes from a licensed omaccredited practitioner or
provider

Educational technolyy defined by the Authority aspproved for use
pursuant to Part 1H &rticle 9 of this Chapter.

Student transportation, pursuant to a contract with an entity that
reqularly provides tsdenttransportation, to and from (i) a provider
of education or related services or (ii) an education activity.

4) Not use scholarship funds for any of the following purposes:

a.

Iz

|2

Computer hardware or other technological devitasiefinedby the
Authority as educational technologgpproved for useursuant to
Part 1H of Article 9 of this Chapter.

Consumable educational supplies, including paper, pen, or markers.
Tuition and fees at an institution of higher education, as defined in
G.S.116143.1, or a pvate postsecondary institution.

Tuition and feedor a nonpublic school that meets the requirements
of Part 3 of Article 39 of this Chapter

(b) No Refunds to an Account Holdér.A nonpublic school or a provider of services

purchased under subsectif@) of this section shall not refund or rebate any scholarship funds

to a parent or eligible student in any manner. The parent shall modi#uthority if such a

refund is required.

© Funds in the PESA Not Taxable.Funds received pursuant to this idl¢ do not

constitute taxable income to the parent, legal quardian, or legal custodian of an eligible student

or to the eligible student.

"§ 115G567.11.

Identification of nonpublic schools and distribution of personal

education savings accounihformati on.

(a) List of Nonpublic Schoolsi The Division shall provide annually by February 1 to

the Authority a list of all nonpublic schools operating in the State that meet the requirements of

Part 1 2, or 3of Article 39 ofthis Chapter

(b) Information on EESAs to the Divisioni The Authority shall provide information

about personal educatiosavings accouns to the Division. The Divisionshall provide

information abouPESAs to all qualified nonpublic schools on an annual basis.

"§ 115G567.12. Administration.

(a) Rules and Requlations.The Authority shall establish rules and regulations fbe

administration of the progranncludingthe following:

(1) The administration and awarding @sfttholarship fundsincluding a lottery
process forthe selection 6 recipients within the criteria established by

G.S.115G567.7(a), if necessary

2 Requiringa surety bond or insurant®be held byaccount holdets

3) Use of the funds and the reporting of expenditures

4) Monitoring and control of spendingcholaship funds deposited in a

personal education savings account

(b) Contract for Management of PESAs.The Authority may contract witha private

financial management firmr institutionto managd’ESAs in accordance with thisrticle.

(©) Annual Audits.i The Authority shall conductannual audits oPESAs andmay

audit a random samipb of PESAs as needed to ensure compliance with the requirements of

this Article. The Authority may contract with an independent entity conduct these audits.

The Authority may remove a parerdr eligible studentfrom the progranand closea personal
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educationsavingsaccountfor failure to comply with théerms of theparental agreementor
failure to comply with applicable laws, or because the student is no longer areedigidnt.

(d) AdministrationCostsi Of the funds allocated to thuthority to award scholarship
funds under this Article the Authority may retainup to two hundred fifty thousand dollars
($250,000)each fiscalyear for administrative costs associatedth the program, including
contracting with nofState entities for administration of certain components of the program
"8 115G567.13. Reporting requirements.

The Authority shall report annually, no later th&eptemberl, to the Joint Legislative
Educdion Oversight Committee on the following:

(1) Total number, grade level, race, ethnicity, and sex of eligible students
receiving scholarshifunds

(2)  Total amount of scholarship funding awarded.

3) Number of students previously enrolled public schods in the prior
semester by the previously attendechl education agency.

(4)  Nonpublic schools in which scholarship recipients are enrolled, including

(5)

numbers of scholarshigcipientsat each nonpublic school.
The number of substantiated casesrafifi byrecipientsand the humber of
parentsor studentsemoved from the program for noncompliance with the
provisions of thisArticle."

SECTION 10A.4.(b) G.S.105153.5(b) is amended by adding a new subdivision

to read:
"(12) The amount depositeduring the taxable year to a personal education
savings accouninderArticle 39A of Chapter 115C of the General Statutes.
SECTION 10A.4.(c) G.S.115G555 reads as rewritten:
"8 115G555. Qualification of nonpublic schools.
The provisions of this Part shalpgly to any nonpublic school which has one or more of
the following characteristics:

e
(4) It receives no funding from the State of North Carolina. For the purposes of
this Article, scholarshiggrantfunds awarded pursuant to Part 2A of this
Article-Article, Article 39A of this Chapterpor Part 1H of Article 9 of this
Chapterto eligible students attending a nonpublic school shall not be
considered funding from the State of North Carofina.

SECTION 10A.4.(d) Of the funds appropriated by this act for thers@aal
Education Savings Account Program in the 2Q018 fiscal year, the sum of four hundred
fifty thousand dollars ($450,000) shall be allocated to the Authority to establish the Program.
Of the funds appropriated by this act for the Personal Educ&aeimgs Account Program in
the 20182019 fiscal year, the sum of one million dollars ($1,000,000) shall be allocated to the
Authority to award scholarship funds to eligible students in accordance with this section.

SECTION 10A.4.(e) Subsection (a) of thisection applies beginning with the
20182019 school year. Subsection (b) of this section is effective for taxable years beginning
on or after January 1, 2018.

PART XI. DEPARTMENT OF HEALTH AND HUMAN SERVICES
SUBPART XI-A. CENTRAL MANAGEMEN T AND SUPPORT
HEALTH INFORMATION T ECHNOLOGY

SECTION 11A.1 Article 3 of Chapter 143B of the General Statutes is amended by
adding a new section to read:
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"§ 143B-139.D. Department of Health and Human Services; coordination of health
information technology.

(a) The Departmentof Health and Human Servicas cooperation with the State Chief
Information Officer, shall coordinate health information technology policies and programs
within the State of North Carolina. The goal of @lgief Information Officer of thd®epartnent
of Health and Human Servicés coordinating Statéealth information technologyolicy and
programs shall be to avoid duplication of efforts and to ensure that each State agency, public
entity, and private entity that undertakes health informaticmiglogy activities does so within
the area of its greatest expertise and technical capability and in a manner that supports
coordinated State and national goals, which shall include at least all of the following:

Q) Ensuring that patient health informai is secure and protected, in
accordance with applicable law.

(2) Improving health care quality, reducing medical errors, reducing health
disparities, and advancing the delivery of patiegnitered medical care.

3) Providing appropriate information to ige medical decisions at the time and
place of care.

(4) Ensuring meaningful public input intdealth information technology
infrastructure development.

(5) Improving the coordination of information among hospitals, laboratories,
physiciansoffices, and ther entities through an effective infrastructure for
the secure and authorized exchange of health care information.

(6) Improving public health services and facilitating early identification and
rapid response to public health threats and emergencietjding
bioterrorist events and infectious disease outbreaks.

(1) Facilitating health and clinical research.

(8) Promoting early detection, prevention, and management of chronic diseases.

(b) The Department, in cooperation with the Department of Informakeehnology,
shall establish and directh@alth information technologpanagement structure that is efficient
and transparent and that is compatible with the Office of the National Health Coordinator for
Information Technology (National Coordinator) gavance mechanism. Thehealth
information technologynanagement structure shall be responsible for all of the following:

1) Developing a Stat®lan for implementing and ensuring compliance with
nationalhealth information technologstandards and for the mtoefficient,
effective, and widespread adoptionhefalth information technology

(2)  Ensuring that (i) specific populations are effectively integrated into the State
Plan, including aging populations, populations requiring mental health
services, and pagations utilizing the public health systeand (ii) unserved
and underserved populations receive priority consideration hialth
information technologgupport.

3) Identifying all health information technologgtakeholders and soliciting
feedback angbarticipation from each stakeholder in the development of the
StatePlan.

(4) Ensuring that existinghealth information technologycapabilities are
considered and incorporated into the SEiba.

(5) Identifying and eliminating conflictingealth informabn technologyefforts
where necessary.

(6) Identifying available resources for the implementation, operation, and

maintenance of health information technology, including identifying
resources and available opportunities for North Carolina institutions of
higher education.
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(7) Ensuring that potential Stat®lan participants are aware dfiealth
information technologypolicies and programs and the opportunity for
improved health information technology.

(8) Monitoring health information technologefforts andinitiatives in other
states and replicating successful efforts and initiatives in North Carolina.

9 Monitoring the development of the National Coordingtgtrategic plan and
ensuring that all stakeholders are aware of and in _compliance with its
requirements.

(10) Monitoring the progress and recommendations of Hiealth Information
Technology Policy and Standards Committee and ensuring that all
stakeholders remain informed of the Commlig@ecommendations.

(11) Monitoring all studies and reports prded to the United States Congress
and reporting to the Joint Legislative Oversight Committee on Information
Technology and the Fiscal Research Division on the impact of report
recommendations on State efforts to implement coordindiedlth
information tetinology"

FUNDS FOR MEDICAID M ANAGEMENT INFORMATIO N SYSTEM/ANALYTICS
REPROCUREMENT

SECTION 11A.2(a) Of the funds appropriated in this act to the Department of
Health and Human Services, Division of Central Management and Support, the sum of one
hundredforty-two thousand seven hundred dollars ($142,700) in prior year earned revenues for
the 20172018 fiscal year and the sum of two hundred fohntge thousand nine hundred
sixty-seven dollars ($243,967) in prior year earned revenues for the220B8fis@l year shall
be used to match federal funds(fpenhance the Medicaid Management Information System
(MMIS) to align with federal Medicaid Information Technology Architecture standards, system
modularity, and reporting analytics and (ii) prepare forghecurement of a takever vendor
for the MMIS and the Reporting and Analytics contract, all as required by the federal Centers
for Medicare and Medicaid Services. This project shall not proceed until the business case has
been approved by the Office ofaf Budget and Management and the State Chief Information
Officer in the Enterprise Project Management Office Touchdown System. Upon such approval,
funds may be budgeted and the Department may create up to Iiméulequivalent
time-limited positions deidated to the project for the 202819 fiscal year.

SECTION 11A.2(b) Departmental receipts appropriated in this act in the sum of
one million two hundred eightfour thousand three hundred dollars ($1,284,300) for the
20172018 fiscal year and in the reuof two million one hundred ninefyve thousand seven
hundred three dollars ($2,195,703) for the 2Q089 fiscal year shall be used for the purposes
described in subsection (a) of this section.

FUNDS FOR NORTH CAROLINA FAMILIES ACCESS ING SERVICES THROUGH
TECHNOLOGY (NC FAST)

SECTION 11A.3(a) Of the funds appropriated in this act to the Department of
Health and Human Services, Division of Central Management and Support, the sum of eight
million nine hundred thousand dollars ($8,900,000) in nonrecufunds for the 2012018
fiscal year and the sum of eleven million one hundred nine thousand dollars ($11,109,000) in
nonrecurring funds for the 204819 fiscal year, along with prior year earned revenue in the
amount of eleven million nine hundred thoogadollars ($11,900,000) for each year of the
20172019 fiscal biennium and the cash balance in Budget Code 24410 Fund 2411 shall be
used to match federal funds to expedite the development and implementation of Child Services
Case Management, additional deaid eligibility requirements, Enterprise Program Integrity,
and lIdentity Proofing Feasibility components of the North Carolina Families Accessing
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Services through Technology (NC FAST) project. The Department shall report any changes in
approved federalunding or federal match rates within 30 days after the change to the Joint
Legislative Oversight Committee on Health and Human Services, the Joint Legislative
Oversight Committee on Information Technology, and the Fiscal Research Division.
Departmental reeipts appropriated in this act in the sum of one hundred three million four
hundred fifty thousand dollars ($103,450,000) for the 220¥8 fiscal year and in the sum of
seventyfive million five hundred ninetyone thousand dollars ($75,591,000) for t6&&2019
fiscal year shall be used to implement the components of the NC FAST project described in this
subsection.

SECTION 11A.3(b) Of the funds appropriated in this act to the Department of
Health and Human Services, Division of Central ManagementSampgort, the sum of one
million nine hundred thousand dollars ($1,900,000) in recurring funds for the2Z2dBrfiscal
year and seven million seven hundred thousand dollars ($7,700,000) in recurring funds for the
20182019 fiscal year shall be used to pgd®/ongoing maintenance and operations for the NC
FAST system, including the creation of 32 ftithe equivalent positions for the 202018
fiscal year and 54 fullime equivalent positions for the 202819 fiscal year. Departmental
receipts appropriateth this act in the sum of ten million five hundred thousand dollars
($10,500,000) for the 20312018 fiscal year and in the sum of fifteen million dollars
($15,000,000) for the 2018019 fiscal year shall be used for the purposes specified in this
subsecon.

HEALTH ANALYTICS PIL OT PROGRAM

SECTION 11A.4. The Department of Health and Human Services shall continue to
coordinate with the Government Data Analytics Center (GDAC) to further develop and fully
operationalize the Health Analytics Pilot ProgramNedicaid claims analytics and population
health management authorized by Section 12A.17 of S.L.-2015as amended by Section
12A.7 of S.L. 2014. The purpose of the Health Analytics Program is to apply analytics to
data available to the Departmentahgh the GDAC in a manner that maximizes health care
savings and efficiencies to the State, optimizes positive impacts on health outcomes, and assists
in the transition to, and management of, the transformed North Carolina Medicaid and North
Carolina Heah Choice programs as described in S.L. 2845, as amended by Section 2 of
S.L. 2016121.

HEALTH INFORMATION E XCHANGE
SECTION 11A.5.(a) Section 12A.5(a)(1) of S.L. 201541 reads as rewritten:

"(1) Establish a successor HIE Network to Wh(c;h&H—MedeardﬂFe\Ader—shall

following prowders shaII establlsh connectlvmvld commencsubmlssmn

of demographic and clinical data or encounter and claims data, as

appropriatein accordance with the following timme:

a. The following providers of Medicaid services that have an et
health recorgdystemby June 1, 2018:

1. Hospitalsas defined irG.S.131E176(3)

2. Physicians licensed to practice under Article 1 of Chapter 90
of the General Statutes.

3. Physician assistants defined in 21 NCAC 32S .0201

4. Nurse practitioers as defined in 21 NCAC 36 .0801

b. Prepaid Health Plans, as defined in S.L. 2045, by the
commencement date of a capitated contract with the Division of
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Health Benefits for the delivery of Medicaid and NC Health Choice
sewices as specified in S.P015245.

C. All other providers ofMedicaid and Stateundedservices including
local management entities/managed care organizatipndunel,
2019"

SECTION 11A.5.(b) G.S.90-414.4 reads as rewritten:
"8 90414.4. Required participation in HIE Netwak for some providers.
@) Findings.i The General Assembly makes the following findings:

(1)

(2)

(3)

That controlling escalating health care costs of the Medicaid program and
other Statdunded health services is of significant importance to the State,
its taxpawrs, its Medicaid recipients, and other recipients of Statded
health services.

That the State needs timely access to certain demographic and clinical
information pertaining to services rendered to Medicaid and other
Statefunded health care prograbeneficiaries and paid for with Medicaid

or other Statdunded health care funds in order to assess performance,
improve health care outcomes, pinpoint medical expense trends, identify
beneficiary health risks, and evaluate how the State is spending/roone
Medicaid and other Stafeinded health services.

That making demographic and clinical information available to the State by
secure electronic means as set forth in subsection (b) of this section will,
with respect to Medicaid and other Sthteded health care programs,
improve care coordination within and across health systems, increase care
quality for such beneficiaries, enable more effective population health
management, reduce duplication of medical services, augment syndromic
surveillance, @w more accurate measurement of care services and
outcomes, increase strategic knowledge about the health of the population,
and facilitate health care cost containment.

(al) MandatoryConnectivityto HIE Network 1 Notwithstanding the voluntary nature of

the HIE Network undef5.5.90-414.2 the following providers shall establish connectivity

the HIE Networkandcommene submissiormnf demographic and clinical data or encounter and

claims data, as appropriate under subsections (b) andtfi$ skectim, by the following dates:

(1)

(©)]

The following providers of Medicaid servicé#sathave an electronic health
recordsystem by June 1, 2018

a. Hospitalsas defined irG.S.131E176(13)

b. Physicianslicensed to practice under Article 1 of Chapter 90 of the
General Statutes

C. Physician assistantss defined in 21 NCAC 32S .0201

d. Nurse practitioners as defined in 21 NCAC 36 .0801

Prepaid Health Planss defined in S.L. 201845, by the commencement
date of acapitatedcontractwith the Division ofHHealth Benefits for the
delivery of Medicaid and NC Health Choisewrices as specified ifs.L.
2015245.

All other providers ofMedicaid and Statéundedservices including local
management entities/managed care organizatignijnel, 2019

(a2) Extensions of Time for Establishing Connectivity. The Authority and the

Department may establish a process to grant lingtddnsions of the time for providers to

establish connectivityo the HIE Network andommence data submissias required under

this sectionupon the request af provider that demonstrate an ongoing goodaith effort to

take necessary steps to estabBsikch connectivity The proces$or granting an extension of

time must include gresentation by the providén the Authority andhe Departmenbf the
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expected timdine for establishingconnectivity to the HIE Networland commencing data
submission as required by this sectibieither the Authority nor thBepartment shall granha
extension of timei) to any providetthatfails to provide this information to the Authority and
the Departmenbr (ii) that would result in the provider establishing connectivity to the HIE
Networkand commencing data submission as required by this séatgorthan June 1, 2020
(b) Mandatory Submisen of Demographic and Clinical Data.Notwithstanding the
voluntary nature of the HIE Network undérS.90-414.2 ancexcept as otherwise provided in
subsectior{d) of thissection,as a condition of receiving State funds, including Medicaid funds,
the fdlowing entities shall submit at least twice daily, through the HIE network, demographic
and clinical information pertaining to services rendered to Medicaid and otheffiBtdéel
health care program beneficiaries and paid for with Medicaid or otherfStetted health care
funds, solely for the purposes set forth in subsection (a) of this section:
(2) Each hospital, as defined &-S-131E76(3);G.S.131E176(13)that has an
electronic health record system.
(2) Each Medicaid provider.
3) Each providerhat receives State funds for the provision of health services.
(4) Each local management entity/managed care organization, as defined in
G.S.122G3.
This subsection does not applythe entities listed in subsection)(of this section.
© Mandatory Sulmission of Encounter and Claims Data.Notwithstanding the
voluntary nature of the HIE Network undérS.90-414.2 andexcept as otherwise provided in
subsection(d) of this sectionbeginning June 1, 201%he following entities shall submit
through theHIE network, encounter and claims data pertaining to services rendered to
Medicaid and other Stafended health care program beneficiaries and paid for with Medicaid
or other Statdunded health care fun@s a condition of receiving State funds
(€] Providers of espiratory, developmental, rehabilitative or restorative
servicesor a combination of these services
(2 Facilities that provide respite care
3) Providersof speech]anguageor hearingservices, or a combination of these
services.
4 Providers of tansportatiorservices
(5)  Suppliersof durable medical equipment
(d)  Exemption for CertailRecordsi Providers with ptient ecordsthat are subject to
the disclosure restrictions of 42 C.F&2 are exempt from the requirements of subsei(b)
and(c) of this sectionbut onlywith respect to the patient recorsisbjectto these disclosure
restrictions Providers shall comply with the requirements of subsectionsar{t)c) of this
sectionwith respect tall other patient records
(e Method of Data Submissios. i The daiy-data submissions required under this
subsectionsectionshall be by connection to the HIE Network periodic asynchronous secure
structured file transfer or any other secure electronic means commonly used in thg eolistr
consistent with document exchange and data submission standards established by the Office of
the National Coordinator for Information Technology within the U.S. Department of Health
and Human Servicés.
SECTION 11A.5(c) G.S.90-414.10(e) is repeate
SECTION 11A.5(d) The Department of Health and Human Services shall include
as one of the terms and conditions of any contract it enters into on or after the effective date of
this section with a local management entity/managed care organizatiorpaidPrealth Plan
(PHP), as defined in S.L. 20415, a requirement that the local management entity/managed
care organization or PHP comply with the provisiongc086.90-414.4, as amended by this
section.
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SECTION 11A.5(e) Funds appropriated in this act the Department of Health
and Human Services, Division of Central Management and Support, for the2@08 Fiscal
year for the Health Information Exchange Network shall be used as follows:
(1)  The sum of three million dollars ($3,000,000) in nonrecgrfumds shall be
transferred by November 1, 2017, to the Department of Information
Technology, Government Data Analytics Center, and shall be used to
support all activities related to upgrading the data exchange technical
environment.
(2)  The sum of one rion dollars ($1,000,000) in recurring funds shall be used
to provide ongoing maintenance and operations of the new data exchange
technical environment.

CONTROLLED SUBSTANCE S REPORTING SYSTEM IMPROVEMENTS

SECTION 11A.6.(a) It is the intent of the GendraAssembly to improve the
security, functionality, and security capabilities of the Controlled Substances Reporting System
(CSRS) in order to provide additional value to practitioners and dispensers within their current
clinical workflows. Toward that endunds appropriated in this act to the Department of Health
and Human Services, Division of Central Management and Support, for each year of the
20172019 fiscal biennium for the CSRS shall be useday for contractual hours to develop
andimplementsoftware viaexisting public-private partnershipsvith the Government Data
and Analytics Center (GDAGYr the performanceof advancedanalyticswithin the CSRS.
Thesehoursshall be usedto achievethe purposesspecifiedin G.S.90-113.71and, more
specificaly, to accomplishatleastall of thefollowing:

(1) To enhance and automate reports authorized UB&00-113.74.

(2) To enhance the Departm&nability to provide data to persons or entities
authorized to receive information und@érS.90-113.74.In improving the
CSRS as specified in this subdivision, the Departmentshall utilize
subject matterexpertise and technology available through existing
GDAC public-private partnerships. Upon development and
implementationof the advancedanalytics softwarefor the CSRS,the
Division of Central Management and Support shall coordinate with the
Division of Mental Health, Developmental Disabilities, and Substance
Abuse Services, the Division &ublic Health,andany otherappropriate
division within the Departmen of Healthand HumanServicesto ensure
that advancedanalytics are developedand utilizedin a mannerthat
achieveghe purposespecifiedin G.S.90-113.71.

(3) To aggregate relevant data sources, including those available through the
GDAC.

(4) To enhawe the Departmest ability to generate and deploy advanced
analytics in order to improve opioid prescribing practices, identify unusual
prescribing patterns, and detect behavior indicative of misuse, addiction, or
criminal activity.

SECTION 11A.6.(b) By Decemberl, 2017, the Departmentof Health and

Human Serviceshall executeany contractualagreementsand interagencydata sharing
agreementsnecessaryto complete the improvementsto the CSRS described in
subdivisions(1) through (4)pf subsection (a) dhis section.

SECTION 11A.6.(c) To theextent allowableunderfederaland Statelawsand

regulations, thé&®epartment olnformationTechnologyshallcoordinatewith the Division
of Central Management and Support and the Division of Mental Health,
Developnental Disabilities, and Substance Abuse Servitesevelop an interface
betweerthe CSRSndthe HealthInformation Exchang€¢HIE) Network andleveragethe
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interfacesalreadydevelopedbetweerthe HIE Networkand health carentitiesasa method
of providing CSRSdata, reports,and analyticoutputsto health care practitionersand
dispensers.

SECTION 11A.6.(d) This sectionis effective wherthis actbecomedaw.

DATA ANALYTICS & PER FORMANCE ENHANCEMENT S

SECTION 11A.7. Any enhancement of the Stastedat analytics capabilities
utilizing funds appropriated in this act to the Department of Health and Human Services,
Division of Central Management and Support, for each year of the ZMY fiscal biennium
shall be subject to applicable State laws requitingt these analytics be developed and
implemented in collaboration with the Government Data Analytics Center.

COMMUNITY HEALTH GRA NT PROGRAM CHANGES

SECTION 11A.8(a) Funds appropriated in this act to the Department of Health
and Human Services, Divisioof Central Management and Support, Office of Rural Health, for
each year of the 2012019 fiscal biennium for Community Health Grants shall be used to
award grants on a competitive basis ftee clinics, federally qualified health centers,
Statedesignatd rural health centers, local health departments, sttaseld health centers, and
other nonprofit organizations (i) with at least an eighty percent (80%) patient population
comprised of uninsured patients or any combination of patients who are uniosueetpients
of Medicare, Medicaid, or the ChildrenHealth Insurance Program; (ii) that provide primary
care and preventative health services to-ilmgome populations across the State, including
individuals who are uninsured or underinsured and redpief Medicaid and Medicare; and
(i) that serve as a medical home to these vulnerable populations, in order to accomplish any of
the following purposes:

(1) Increase access to primary care and preventative health services for these
vulnerable populatianin existing primary care locations.

(2) Establish primary care and preventative health services in counties where no
such services exist to serve these vulnerable populations.

3) Create new services, sustain existing service levels, or augment existing
services provided to these vulnerable populations, including primary care
and preventative health services and including dental, pharmacy, and
behavioral health services when integrated into the medical home.

(4) Increase primary care capacity to serves¢hevulnerable populations,
including enhancing or replacing facilities, equipment, or technologies
necessary to participate in the exchange of data and tools to monitor and
improve the quality of care provided.

SECTION 11A.8(b) Of the funds appropriateih this act to the Department of

Health and Human Services, Division of Central Management and Support, Office of Rural
Health, for Community Health Grants, not more than two hundred thousand dollars ($200,000)
in recurring funds for each year of the 2@A019 fiscal biennium shall be used for
administrative purposes.

SECTION 11A.8(c) The Office of Rural Health shall work with the North

Carolina Community Health Center Association, the North Carolina Association of Local
Health Directors, the North Caroa Association of Free and Charitable Clinics, the North
Carolina SchoeBased Health Alliance, and other organizations representing eligible grant
recipients to establish a Primary Care Advisory Committee to develop an objective and
equitable process fograding applications for grants funded by this section and making
recommendations to the Office of Rural Health for the award of grants funded by this section.

The Office of Rural Health shall make the final decision about awarding grants

funded by this s&ion, but no single grant award shall exceed one hundred fifty thousand
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dollars ($150,000) during the fiscal year. In awarding grants, the Office of Rural Health shall
give preference to applicants located in areas of the State with the highest incodgrmesty
or that serve the highest percentage of indigent clients.

SECTION 11A.8(d) Grant recipients shall not use these funds to do any of the
following:

(2) Enhance or increase compensation or other benefits of personnel,
administrators, directorgonsultants, or any other persons receiving funds
for program administration.

(2) Supplant existing funds, including federal funds traditionally received by
federally qualified community health centers. However, grant funds may be
used to supplement exisj programs that serve the purposes described in
subsection (a) of this section.

(3) Finance or satisfy any existing debt.

SECTION 11A.8(e) The Office of Rural Health shall develop a standardized
method for grant recipients to report objective, measearghbhblity health outcomes and shall
require grant recipients to report these quality health outcomes to the Department. Beginning
recipients of grant funds shall annually provide to the Office of Rural Health a written report
detailing the number of patienthat are cared for, the types of services that were provided,
guality measures and outcomes, and any other information requested by the Office of Rural
Health as necessary for evaluating the success of the Community Health Grant Program.

SECTION 11A.8(f) Of the funds appropriated in this act to the Department of
Health and Human Services, Division of Central Management and Support, Office of Rural
Health, for the Community Health Grant Program, the sum of up to one hundred fifty thousand
dollars ($15000) in recurring funds for each year of the 2@D719 fiscal biennium shall be
used to match federal funds to provide to safety net providers eligible to participate in the
Community Health Grant Program, through the Rural Health Technology Team, ongoing
training and technical assistance with respect to health information technology, the adoption of
electronic health records, and the establishment of connectivity to this &eskth information
exchange network known as NC HealthConnex.

RURAL HEALTH LOA N REPAYMENT PROGRAMS

SECTION 11A.9. Article 3 of Chapter 143B of the General Statutes is amended by
adding a new section to read:
"§143B-139.4C. Office of Rural Health; administration of loan repayment programs.

(@) The Department of Health and Humamfees, Office of Rural Health, shall use
funds appropriatetb the Departmenfor loan repayment to medical, dental, and psychiatric
providers practicing in State hospitals or in rural or medically underserved communities in this
State to combine the folving loan repayment programs in order to achieve efficient and
effective management of these programs:

(1) The Physician Loan Repayment Program.
(2)  The Psychiatric Loan Repayment Program.
(3) The Loan Repayment Initiative at State Facilities.

(b) These @inds may be used for the following additional purposes:

Q) Continued funding of the State Loan Repayment Program for primary care
providers and expansion of State incentives to general surgeons practicing in
Critical Access Hospitals located across thatest

(2) Expansion of the State Loan Repayment Program to include eligible
providers residing in North Carolina who use telemedicine in rural and
underserved areds.

REDUCTION OF FUNDS FOR PURCHASED SERVICES
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SECTION 11A.10 The Department of Health andubhan Services, Division of
Central Management and Support, shall achieve the required reduction in purchased services by
reducing Fund Code 1910 by the sum of three million two hundred thousand dollars
($3,200,000) in recurring funds for the 202018 fis@l year and by the sum of three million
two hundred thousand dollars ($3,200,000) in recurring funds for the Zl1Bfiscal year. In
making the reductions required by this section, the Department may implement
departmentvide reductions in purchased sees but shall not reduce any funds used to
support (i) direct services contracts or (ii) the 2012 settlement agreement entered into between
the United States Department of Justice and the State of North Caoodinaure that the State
will willingly meet the requirements of the Americans with Disabilities Act of 1990, Section
504 of the Rehabilitation Act of 1973, and the United States Supreme Court decision in
Olmstead v. L.C527 U.S. 581 (1999).

OFFICE OF PROGRAM EV ALUATION REPORTING A ND ACCOUNTABIL ITY

SECTION 11A.11(a) The Department of Health and Human Services shall not
use any funds appropriated in this act for the Office of Program Evaluation Reporting and
Accountability for any purpose other than to establish and administer that Office and to
implement the provisions of Part 31AAiticle 3 of Chapter 143B of the General Statutes.

SECTION 11A.11(b) By December 1, 2017, the Department of Health and

Human Services shall report to the Joint Legislative Oversight Committee on Health and
Human ®rvices and the Fiscal Research Division on the establishment and operation of the
Office of Program Evaluation Reporting and Accountability. The report shall include at least all

of the following:

(1) A breakdown of all expenditures from the funds appated to the
Department since the 20916 fiscal year for the establishment and
administration of the Office.

(2)  All steps taken by the Department to establish the Office pursuant to Part
31A of Article 3 of Chapter 143B of the General Statutes.

(3)  Anorganizational chart of the Office that includes all employees.

(4) A list of all assessments and evaluations conducted or in progress by the
Office.

(5)  An explanation of any obstacles to establishment and operation of the Office
or fulfilment by the Offce of any of the duties prescribed in
G.S.143B-216.56.

CONTRACTING SPECIALI ST AND CERTIFICATION PROGRAM

SECTION 11A.12(a) By September 1, 2017, the Department of Health and
Human Services shall submit to the Joint Legislative Oversight Committee alth Had
Human Services and the Fiscal Research Division the proposal prepared pursuant to Section
12A.4 of S.L. 2014 by the School of Government at the University of North Carolina at
Chapel Hill, in collaboration with the Director of Procurement, @mis and Grants for the
Department of Health and Human Services, for the implementation and administration of a
contracting specialist training program for management level personnel within the Department.
The proposal shall include a detailed descriptiérine proposed program curriculum along
with budget estimates for program implementation and administration based on the
requirements of the program design.

SECTION 11A.12(b) This section is effective when this act becomes law.

GRADUATE MEDICAL EDU CATION FUNDING/CAPE FEAR VALLEY MEDICAL
CENTER
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SECTION 11A.13(a) Calculation of Nonrecurring Payment of FundsOf the
funds appropriated in this act to the Department of Health and Human Services, Division of
Central Management and Support, for the 22A¥8 fiscal year for Graduate Medical
Education, the sum of up to three million dollars ($3,000,000) in nonrecurring funds shall be
allocated to Cape Fear Valley Medical Center (the Center) to support the establishment of
residency programs affiliated witiCampbell University School of Medicine. Subject to
fulfillment of the conditions specified in subsection (b) of this section, the nonrecurring amount
of funds allocated to the Center pursuant to this section shall be equal to the total amount of
actual los Medicare payments for admissions to the Center prior to October 1, 2017, attributed
to the Centés reclassification by the federal Centers for Medicare and Medicaid Services
(CMS) as a rural hospital or rural referral center or any other change appso@dS, up to a
maximum of three million dollars ($3,000,000).

SECTION 11A.13(b) Conditions for Payment of FundsNo funds shall be paid

to the Center pursuant to the calculation specified in subsection (a) of this section until the
Office of State Bdget and Management (OSBM) certifies, in writing, all of the following:

(1) The amount of actual lost Medicare payments for admissions to the Center
prior to October 1, 2017, attributed to the Centeeclassification by the
federal Centers for Medicarené Medicaid Services (CMS) as a rural
hospital or rural referral center or any other change approved by CMS.

(2)  That the Center has maintained approval from CMS for reclassification as a
rural hospital or rural referral center.

(3)  That the Center has nrma@ined approval from the Accreditation Council for
Graduate Medical Education or the American Osteopathic Association for
residency programs with a minimum of 130 additional residency slots.

SECTION 11A.13(c) Report on Use of Fund$. The Center shalleport on or

before April 1, 2018, to the House Appropriations Committee on Health and Human Services,
the Senate Appropriations Committee on Health and Human Services, the Joint Legislative
Oversight Committee on Health and Human Services, and the FisssaiRh Division
regarding its progress in establishing any residency programs funded by State appropriations.

SECTION 11A.13(d) Any funds not obligated or encumbered for the purposes

specified in this section by June 30, 2018, shall revert to the Gé&nec

SECTION 11A.13(e) Section 12A.8 of S.L. 20184, as amended by Section 5.1

of S.L. 2016123, is repealed.

COMPETITIVE GRANTS/N ONPROFIT ORGANIZATIO NS
SECTION 11A.14(a) Of the funds appropriated in this act to the Department of
Health and HumarServices, Division of Central Management and Support, the sum of ten
million six hundred fiftythree thousand nine hundred eleven dollars ($10,653,911) for each
year of the 2012019 fiscal biennium, the sum of four million five hundred eight thousand
seven hundred fiftyfour dollars ($4,508,754) for the 202D18 fiscal year and the sum of four
million four hundred seventgix thousand six hundred twenty dollars ($4,476,620) for the
20182019 fiscal year approjted in Section 11L.1(pdf this act in Soa@l Services Block
Grant funds, and the sum of one million six hundred thousand dollars ($1,600,000) for each
year of 20172019 fiscal biennium in SectiohlL.1 of this act in Substance Abuse Prevention
and Treatment Block Grant funds shall be used toatoitinds for nonprofit organizations.
SECTION 11A.14(b) The Department shall continue administering a competitive
grants process for nonprofit funding. The Department shall administer a plan that, at a
minimum, includes each of the following:
(1)  Arequest for application (RFA) process to allow nonprofits to apply for and
receive State funds on a competitive basis. The Department shall require
nonprofits to include in thapplication a plan to evaluate the effectiveness,
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(2)
3)
(4)

(5)

(6)
(7)

including measurable impact or tcames, of the activities, services, and
programs for which the funds are being requested.

A requirement that nonprofits match a minimum of fifteen percent (15%) of
the total amount of the grant award.

A requirement that the Secretary prioritizeugr awards to those nonprofits
that are able to leverage n@tate funds in addition to the grant award.

A process that awards grants to nonprofits that have the capacity to provide
services on a statewide basis and that support any of the follownatg St
health and wellness initiatives:

a. A program targeting advocacy, support, education, or residential
services for persons diagnosed with autism.

b. A system of residential supports for those afflicted with substance
abuse addiction.

C. A program of adecacy and supports for individuals with intellectual

and developmental disabilities or severe and persistent mental illness,
substance abusers, or the elderly.

d. Supports and services to children and adults with developmental
disabilities or mental healttiagnoses.

e. A food distribution system for needy individuals.

f. The provision and coordination of services for the homeless.

g. The provision of services for individuals aging out of foster care.

h. Programs promoting wellness, physical activity, aedlth education
programming for North Carolinians.

i. The provision of services and screening for blindness.

J. A provision for the delivery of afteschool services for
apprenticeships or mentoringrigk youth.

k. The provision of direct services for gotrophic lateral sclerosis
(ALS) and those diagnosed with the disease.

l. A comprehensive smoking prevention and cessation program that
screens and treats tobacco use in pregnant women and postpartum
mothers.

m. A program providing shoitierm or longterm residential substance

abuse services. For purposes of this-suidivision, "long-ternt’
means a minimum of 12 months.
n. A program that provides yeaound sports training and athletic
competition for children and adults with disabilities.
It is the intem of the General Assembly that annually the Secretary evaluate
and prioritize the categories of health and wellness initiatives described
under this subdivision to determine the best use of these funds in making
grant awards, exclusive of direct allocasanade by the General Assembly.
A process that ensures that funds received by the Department to implement
the plan supplement and do not supplant existing funds for health and
wellness programs and initiatives.
A process that allows grants to beaawded to nonprofits for up to two years.
A requirement that initial disbursement of the grants be awarded no later
than 30 days after certification of the State budget for the respective fiscal
year.

SECTION 11A.14(c) No later than July 1 of each yeaas applicable, the
Secretary shall announce the recipients of the competitive grant awards and allocate funds to

the grant recipients for the respective grant period pursuant to the amounts designated under

subsection (a) of this section. After awardsd been granted, by September 1 of each year, the
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Secretary shall submit a report to the Joint Legislative Oversight Committee on Health and
Human Services on the grant awards that includes at least all of the following:

(1) The identity and a brief degption of each grantee and each program or

initiative offered by the grantee.

(2)  The amount of funding awarded to each grantee.

(3) The number of persons served by each grantee, broken down by program or

initiative.

SECTION 11A.14(d) No later than Deceber 1 of each fiscal year, each nonprofit
organization receiving funding pursuant to this subsection in the respective fiscal year shall
submit to the Division of Central Management and Support a written report of all activities
funded by State appropriatis. The report shall include the following information about the
fiscal year preceding the year in which the report is due:

a. The entitys mission, purpose, and governance structure.

b. A description of the types of programs, services, and activities
funded by State appropriations.

C. Statistical and demographical information on the number of persons

served by these programs, services, and activities, including the
counties in which services are provided.

d. Outcome measures that demonstrate the impaceHactiveness of
the programs, services, and activities.
e. A detailed program budget and list of expenditures, including all

positions funded, matching expenditures, and funding sources.

SECTION 11A.14(e) For the 20172019 fiscal biennium only, fromheé funds
identified in subsection (a) of this section, the Department shall make allocations as follows:

(1)  The sum of three hundred fifty thousand dollars ($350,000) in each year of

the 20172019 fiscal biennium to provide grants to Big Brothers BigeBsst
Big Brothers Big Sisters shall be required to seek future funding through the
competitive grants process in accordance with subsection (b) of this section.

(2) The sum of one million six hundred twerftye thousand dollars

($1,625,000) for each yeaf the 20172019 fiscal biennium and the sum of
one million six hundred thousand Idws ($1,600,000) in Section 11Ldf

this act in Substance Abuse Prevention and Treatment Block Grant funds in
each year of the 2012019 fiscal biennium to Triangle Resiatial Options

for Substance Abusers, Inc., (TROSA) for the purpose of assisting
individuals with substance abuse addiction. TROSA shall be required to seek
future funding through the competitive grants process in accordance with
subsection (b) of this staon.

SECTION 11A.14(f) Funds appropriated pursuant to this section that have been
awarded but not yet disbursed or encumbered at the end of each fiscal year shall not revert but
shall remain available for expenditure.

SECTION 11A.14(g) G.S.143B-139.A is repealed.

SUBPART XI-B. DIVISION OF CHILD DEVELOPMENT AND EARL Y EDUCATION

NC PRE-K PROGRAM/STANDARDS FOR FOUR- AND FIVE-STAR RATED
FACILITIES
SECTION 11B.1(a) Eligibility. i The Department of Health and Human Services,
Division of Child Developmen and Early Education, shall continue implementing the
prekindergarten program (NC PiK8. The NC PreK program shall serve children who are four
years of age on or before August 31 of the program year. In determining eligibility, the
Division shall estaldh income eligibility requirements for the program not to exceed
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seventyfive percent (75%) of the State median income. Up to twenty percent (20%) of children
enrolled may have family incomes in excess of sevBwgypercent (75%) of median income if
those children have other designated risk factors. Furthermore, argligibée child who is a

child of either of the following shall be eligible for the program: (i) an active duty member of
the Armed Forces of the United States, including the North Cardiational Guard, State
military forces, or a reserve component of the Armed Forces who was ordered to active duty by
the proper authority within the last 18 months or is expected to be ordered within the next 18
months, or (i) a member of the Armed Facef the United States, including the North
Carolina National Guard, State military forces, or a reserve component of the Armed Forces
who was injured or killed while serving on active duty. Eligibility determinations for NeKPre
participants may continughrough local education agencies and local North Carolina
Partnership for Children, Inc., partnerships.

Other than developmental disabilities or other chronic health issues, the Division
shall not consider the health of a child as a factor in determatigifpility for participation in
the NC PreK program.

SECTION 11B.1(b) Multiyear Contractsi The Division of Child Development
and Early Education shall require the NC -Rreontractor to issue multiyear contracts for
licensed private child care cerggaroviding NC Pr& classrooms.

SECTION 11B.1(b1l) Building Standardsi NotwithstandingG.S.110-91(4),
private child care facilities and public schools operating NCKPotassrooms shall meet the
building standards for preschool students as provid&l$.115G521.1.

SECTION 11B.1(c) Programmatic Standardis.Except as provided in subsection
(b1) of this section, entities operating NC HRrelassrooms shall adhere to all of the policies
prescribed by the Division of Child Development and Early Btdan regarding programmatic
standards and classroom requirements.

SECTION 11B.1(d) NC PreK Committeesi Local NC PreK committees shall
use the standard decistomaking process developed by the Division of Child Development and
Early Education in awding NC PreK classroom slots and student selection.

SECTION 11B.1(e) Reporting.i The Division of Child Development and Early
Education shall submit an annual report no later than March 15 of each year to the Joint
Legislative Oversight Committee on Hi#mand Human Services, the Office of State Budget
and Management, and the Fiscal Research Division. The report shall include the following:

(1)  The number of children participating in the NCHRr@rogram by county.

(2)  The number of children participagnn the NC Pr&k program who have
never been served in other early education programs such as child care,
public or private preschool, Head Start, Early Head Start, or early
intervention programs.

(3) The expected NC P1i¢ expenditures for the programscathe source of the
local contributions.

(4)  The results of an annual evaluation of the NGpmrogram.

SECTION 11B.1(f) Audits.7 The administration of the NC R#e program by

local partnerships shall be subject to the financial and compliance awdlitsrized under
G.S.143B-168.14(b).

STATE AGENCY CONTINU ED COLLABORATION ON EARLY CHILDHOOD
EDUCATION/TRANSITION FROM PRESCHOOL TO KI NDERGARTEN
SECTION 11B.2(a) The Department of Health and Human Services, in
consultation with the Department of Publnstruction and any other agencies or organizations
that administer, support, or study early education in this State, and within resources currently
available, shall continue to collaborate on an ongoing basis in the development and
implementation of a atewide vision for early childhood education. In collaborating in this
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effort, the agencies shall continue developangomprehensive approach to early childhood
education, birth through third grade, including creating cross agency accountability with a
comprehensive set of data indicators, including consideration of the NC Pathways to
GradelLevel Reading, to monitor and measure success of the early childhood education
systems.

SECTION 11B.2(b) The Department of Health and Human Services, the
Department b Public Instruction, and any other agencies or organizations that administer,
support, or study early education programs in this Staaél submit a followup report of their
findings and recommendations, including any legislative proposals, atetiegide vision for
early childhood educatiopursuant to subsection (a) of this section to the Joint Legislative
Oversight Committee on Health and Human Services and the Joint Legislative Education
Oversight Committee on or before January 1, 2018, and mag @k subsequent reports,
annually, on or before January 1, as needed to those same committees.

SECTION 11B.2(c) The Department of Health and Human Services, in
consultation with the Department of Public Instruction, shall continue developing a
standardied program to transition children from preschool to kindergarten. In developing this
standardized transition program, the Department of Health and Human Services shall identify,
at a minimum:

(1) Methods to standardize student transition information sthat it is

guantifiable.

(2) Recommendations for sharing data contained in a stadeansition plan
between preschool teachers and either kindergarten teachers or the schools
that receive the incoming kindergarten students.

3) Recommendations for shag data contained in a studsntransition plan
between preschool teachers and the parents or guardians of the child who is
transitioning to kindergarten.

(4) Recommendations for preschool teacher training and continuing education to
support their role icompleting transition plans for preschool children.

(5) Recommendations for baseline information that should be compiled in
transition plans for students transitioning to kindergarten.

(6) Procedures for the management of transition plan documents, imgclud
recommendations for the length of records retention, provisions for
confidentiality, and proper disposal.

(7)  Any other components the Department deems appropriate in the provision of
information between preschools, studéfasiilies, and kindergartsn

SECTION 11B.2(d) The Department of Health and Human Services shall report
on the development of the standardized transition program required pursuant to subsection (c)
of this section, including any findings and recommendations and any legislatp@sal® to
the Joint Legislative Oversight Committee on Health and Human Services and the Joint
Legislative Education Oversight Committee on or before January 1, 2018.

CHILD CARE SUBSIDY RATES

SECTION 11B.3(a) The maximum gross annual income for initeigibility,
adjusted biennially, for subsidized child care services shall be determined based on a
percentage of the federal poverty level as follows:

AGE INCOME PERCENTAGE LEVEL
015 200%
61 12 133%

The eligibility for any child with special needsclading a child who is 13 years of
age or older, shall be two hundred percent (200%) of the federal poverty level.
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SECTION 11B.3(b) Fees for families who are required to share in the cost of care
are established based on ten percent (10%) of gross fenodgne. When care is received at
the blended rate, the qg@myment shall be eightyiree percent (83%) of the fulime
co-payment. Cepayments for paitime care shall be seventiye percent (75%) of the
full-time copayment.

SECTION 11B.3(c) Paymentsfor the purchase of child care services for
low-income children shall be in accordance with the following requirements:

(2) Religious sponsored child care facilities operating pursuaGt $110-106

and licensed child care centers and homes that meatitivaum licensing
standards that are participating in the subsidized child care program shall be
paid the onestar county market rate or the rate they charge privately paying
parents, whichever is lower, unless prohibited by subsection (f) of this
section

(2) Licensed child care centers and homes with two or more stars shall receive
the market rate for that rated license level for that age group or the rate they
charge privately paying parents, whichever is lower, unless prohibited by
subsection (g) of ik section.

3) Nonlicensed homes shall receive fifty percent (50%) of the county market
rate or the rate they charge privately paying parents, whichever is lower.

(4) No payments shall be made for transportation services or registration fees
charged by did care facilities.

(5) Payments for subsidized child care services for postsecondary education
shall be limited to a maximum of 20 months of enrollment.

(6) The Department of Health and Human Services shall implement necessary
rule changes to restructuservices, including, but not limited to, targeting
benefits to employment.

SECTION 11B.3(d) Provisions of payment rates for child care providers in
counties that do not have at least 50 children in each age group for-luasedr and
homebased care as follows:

(1) Except as applicable in subdivision (2) of this subsection, payment rates
shall be set at the statewide or regional market rate for licensed child care
centers and homes.

(2) If it can be demonstrated that the application of the stateaidegional
market rate to a county with fewer than 50 children in each age group is
lower than the county market rate and would inhibit the ability of the county
to purchase child care for leimcome children, then the county market rate
may be applied.

SECTION 11B.3(e) A market rate shall be calculated for child care centers and
homes at each rated license level for each county and for each age group or age category of
enrollees and shall be representative of fees charged to parents for each agé gnonljees
within the county. The Division of Child Development and Early Education shall also calculate
a statewide rate and regional market rate for each rated license level for each age category.

SECTION 11B.3(f) The Division of Child Development anBarly Education
shall continue implementing policies that improve the quality of child care for subsidized
children, including a policy in which child care subsidies are paid, to the extent possible, for
child care in the higher quality centers and horarl. The Division shall define higher
guality, and subsidy funds shall not be paid for-ooetwo-star rated facilities. For those
counties with an inadequate number of foad fivestar rated facilities, the Division shall
continue a transition peridtiat allows the facilities to continue to receive subsidy funds while
the facilities work on the increased star ratings. The Division may allow exemptions in counties
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where there is an inadequate number of f@und fivestar rated facilities for nestar rated
programs, such as religious programs.

SECTION 11B.3(g) Facilities licensed pursuant to Article 7 of Chapter 110 of the
General Statutes and facilities operated pursuanG.®.110106 may participate in the
program that provides for the purchasecare in child care facilities for minor children of
needy families. Except as authorized by subsection (f) of this section, no separate licensing
requirements shall be used to select facilities to participate. In addition, child care facilities
shall berequired to meet any additional applicable requirements of federal law or regulations.
Child care arrangements exempt from State regulation pursuant to Article 7 of Chapter 110 of
the General Statutes shall meet the requirements established by othdavitatel by the
Social Services Commission.

County departments of social services or other local contracting agencies shall not
use a provides failure to comply with requirements in addition to those specified in this
subsection as a condition for redugithe provides subsidized child care rate.

SECTION 11B.3(h) Payment for subsidized child care services provided with
Temporary Assistance for Needy Families Block Grant funds shall comply with all regulations
and policies issued by the Division of @hiDevelopment and Early Education for the
subsidized child care program.

SECTION 11B.3(i) Noncitizen families who reside in this State legally shall be
eligible for child care subsidies if all other conditions of eligibility are met. If all other
condiions of eligibility are met, noncitizen families who reside in this State illegally shall be
eligible for child care subsidies only if at least one of the following conditions is met:

(1) The child for whom a child care subsidy is sought is receiving child

protective services or foster care services.

(2) The child for whom a child care subsidy is sought is developmentally

delayed or at risk of being developmentally delayed.

(3)  The child for whom a child care subsidy is sought is a citizen of the United

Staes.

SECTION 11B.3(j)) The Department of Health and Human Services, Division of
Child Development and Early Education, shall require all county departments of social services
to include on any forms used to determine eligibility for child care subsidtheththe family
waiting for subsidy is receiving assistance through the N&KHPeogram or Head Start.

SECTION 11B.3(k) Department of Defenseertified child care facilities licensed
pursuant t0G.S.110-106.2 may participate in the Stetebsidized chil care program that
provides for the purchase of care in child care facilities for minor children in needy families,
provided that funds allocated from the Stsidsidized child care program to Department of
Defensecertified child care facilities shaBupplement and not supplant funds allocated in
accordance witls.S.143B-168.15(g). Payment rates and fees for military families who choose
Department of Defenseertified child care facilities and who are eligible to receive subsidized
child care shall bas set forth in this section.

CHILD CARE SUBSIDY M ARKET RATE INCREASES/CERTAIN AGE GROUPS
AND COUNTIES

SECTION 11B.4(a) Beginning October 1, 2017, the Department of Health and
Human Services, Division of Child Development and Early Education (Divisishall
increase the child care subsidy market rates to the rates recommended by the 2015 Child Care
Market Rate Study for schealged children in three four-, and fivestarrated child care
centers and homes in tier one and tier two counties.

SECTION 11B.4.(b) Beginning October 1, 2017, the Division shall increase the
child care subsidy market rates by seventy percent (70%) of the difference between the current
market rates and the rates recommended by the 2015 Child Care Market Rate Study for
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children birth through two years of age in threéour-, and fivestarrated child care centers
and homes in tier three counties.

SECTION 11B.4(c) Beginning July 1, 2018, the Division shall increase the child
care subsidy market rates to the rates recommendg 8015 Child Care Market Rate Study
for children birth through two years of age in thrdeur-, and fivestarrated child care centers
and homes in tier three counties.

SECTION 11B.4(d) For purposes of this section, tier one, tier two, and tieethre
counties shall have the same designations as those established by the N.C. Department of
Commercés 2015 County Tier Designations.

CHILD CARE ALLOCATIO N FORMULA

SECTION 11B.5(a) The Department of Health and Human Services, Division of
Child Developmenhand Early Education (Division), shall allocate child care subsidy voucher
funds to pay the costs of necessary child care for minor children of needy families. The
mandatory thirty percent (30%) North Carolina Partnership for Children, Inc., subsidy
allocation underG.S.143B-168.15(g) shall constitute the base amount for each ceuttild
care subsidy allocation. The Department of Health and Human Services shall use the following
method when allocating federal and State child care funds, not includengaggregate
mandatory thirty percent (30%) North Carolina Partnership for Children, Inc., subsidy
allocation:

(2) Funds shall be allocated to a county based upon the projected cost of serving

children under age 11 in families with all parents working waim less than
the applicable federal poverty level perzage set forth in Section 11B.3(a)
of this act.

(2)  The Division may withhold up to two percent (2%) of available funds from
the allocation formula for (i) preventing termination of services through
the fiscal year and (ii) repayment of any federal funds identified by counties
as overpayments, including overpayments due to fraud. The Division shall
allocate to counties any funds withheld before the end of the fiscal year
when the Division determas the funds are not needed for the purposes
described in this subdivision.

(3) The Division shall set aside four percent (4%) of child care subsidy
allocations for vulnerable populations, which include a child identified as
having special needs and a dhithose application for assistance indicates
that the child and the chikdfamily is experiencing homelessness or is in a
temporary living situation. A child identified by this subdivision shall be
given priority for receiving services until such timesetaside allocations
for vulnerable populations are exhausted.

SECTION 11B.5(b) The Division may reallocate unused child care subsidy
voucher funds in order to meet the child care needs efloame families. Any reallocation of
funds shall be based op the expenditures of all child care subsidy voucher funding, including
North Carolina Partnership for Children, Inc., funds within a county. Counties shall manage
service levels within the funds allocated to the counties. A county with a spendingiengeffic
over one hundred percent (100%) shall submit a plan to the Division for managing théscounty
allocation before receiving any reallocated funds.

SECTION 11B.5(c) When implementing the formula under subsection (a) of this
section, the Division shaihclude the market rate increase in the formula process, rather than
calculating the increases outside of the formula process. Additionally, the Department shall do
the following:

(2) Implement the final onéhird change in a county allocation beginning

fiscal year 2018019. A counts initial allocation shall be the courgy
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expenditure in the previous fiscal year. With the exception of market rate
increases consistent with any increases approved by the General Assembly, a
county whose spending coefiait is less than ninefive percent (95%) in

the previous fiscal year shall receive its prior lgea@xpenditure as its
allocation and shall not receive an increase in its allocation in the following
year. A county whose spending coefficient is at leasétgfive percent

(95%) in the previous fiscal year shall receive, at a minimum, the amount it
expended in the previous fiscal year and may receive additional funding, if
available. The Division may waive this requirement and allow an increase if
the speding coefficient is below ninetfive percent (95%) due to
extraordinary circumstances, such as a State or federal disaster declaration in
the affected county. However, effective for the 2@0D89 fiscal year,
"extraordinary circumstanceshall only inclwe a State or federal disaster
declaration in the affected county or a State directive restricting the
expenditure of funds that prohibits the county from meeting the rfivety
percent (95%) spending coefficient. By October 1 of each year, the Division
shall report to the Joint Legislative Oversight Committee on Health and
Human Services and the Fiscal Research Division the counties that received
a waiver pursuant to this subdivision and the reasons for the waiver.

(2) Effective immediately following theext new decennial census data release,
implement (i) onehird of the change in a courgyallocation in the year
following the data release, (ii) an additional g@hi&d of the change in a
countys allocation beginning two years after the initial changder this
subdivision, and (iii) the final onthird change in a county allocation
beginning the following two years thereafter.

CODIFY CERTAIN CHILD CARE SUBSIDY PROVISIONS
SECTION 11B.6 Article 3 of Chapter 143B of the General Statutes is amengled b
adding a new Part to read:
"Part 10C. Child Care Subsidy.
"8 143B168.25. Child care funds matching requirements.

No local matching funds may be required by the Department of Health and Human Services
as a condition of any localityreceiving its initl allocation of child care funds appropriated by
this_act unless federal law requires a match. If the Department reallocates additional funds
above twentyfive thousand dollars ($25,000) to local purchasing agencies beyond their initial
allocation, localpurchasing agencies must provide a twenty percent (20%) local match to
receive the reallocated funds. Matching requirements shall not apply when funds are allocated
because of an emergency as define@.i8.166A-19.3(6).

"8 143B168.26. Child care revoling loan.

Notwithstanding any law to the contrary, funds budgeted for the Child Care Revolving
Loan Fund may be transferred to and invested by the financial institution contracted to operate
the Fund. The principal and any income to the Fund may be usedki® loans, reduce loan
interest to borrowers, serve as collateral for borrowers, pay the corngracsirof operating the
Fund, or pay the Departméntost of administering the program.

"§ 143B168.27. Administrative allowance for county department®f social servicesuse
of subsidy funds for fraud detection.

(a) The Department of Health and Human Services, Division of Child Development and
Early Education{Division), shall fund the allowance that county departments of social services
may use for adimistrative costs at four percent (4%) of the colmtgtal child care subsidy
funds allocated in the Child Care and Development Fund Block Grant plan or eighty thousand
dollars ($80,000), whichever is greater.
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(b) Each county department of social sergiceay use up to two percent (2%) of child
care subsidy funds allocated to the county for fraud detection and investigation initiatives.

(©) The Division may adjust the allocations in the Child Care and Development Fund
Block Grant according to (i) the fihallocations for local departments of social services under
subsection (a) of this section and (ii) the funds allocated for fraud detection and investigation
initiatives under subsection (b) of this section. The Division shall submit a report on the final
adjustments to the allocations of the four percent (4%) administrative costs to the Joint
Legislative Oversight Committee on Health and Human Services and the Fiscal Research
Division no later than September 30 of each Vear.

CHILD CARE SUBSIDY RECIPIENTS TO COOPERATE WITH CHILD SUPPORT
SERVICES

SECTION 11B.7.(a) Beginning January 1, 2018, the Department of Health and
Human Services, the Division of Child Development and Early Education (DCDEE) and the
Division of Social Services (DSS), shall implemehe tplan developed pursuant to S.L.
201551 requiring a custodial parent or other relative or person with primary custody of the
child who is receiving child care subsidy payments to cooperate with the county child support
services program as a conditionreteiving child care subsidy payments. DCDEE and DSS
shall implement the plan, which shall include, at a minimum, the components described in
Section 1(a) of S.L. 20151, as well as any criteria DCDEE and DSS identified in its report on
the plan as subrted to the Joint Legislative Oversight Committee on Health and Human
Services dated February 1, 2016.

SECTION 11B.7.(b) The Division of Child Development and Early Education and
the Division of Social Services shall report on the implementation of #ie tpl the Joint
Legislative Oversight Committee on Health and Human Services and the Fiscal Research
Division no later than October 1, 2018.

SMART START INITIATI VES

SECTION 11B.8(a) Policies.i The North Carolina Partnership for Children, Inc.,
and itsBoard shall ensure policies focus on the North Carolina Partnership for Childrén, Inc.
mission of improving child care quality in North Carolina for children from birth to five years
of age. North Carolina Partnership for Children, fiumded activitis shall include assisting
child care facilites with (i) improving quality, including helping enetwo-, and
threestarrated facilities increase their star ratings, and (ii) implementing prekindergarten
programs. State funding for local partnerships Ishido be used for evidentased or
evidenceinformed programs for children from birth to five years of age that do the following:

(2) Increase childrea literacy.

(2) Increase the parentbility to raise healthy, successful children.

3) Improve childens health.

(4) Assist four and fivestarrated facilities in improving and maintaining

quality.

SECTION 11B.8(b) Administration.i Administrative costs shall be equivalent to,
on an average statewide basis for all local partnerships, not moredhapesicent (8%) of the
total statewide allocation to all local partnerships. For purposes of this subsection,
administrative costs shall include costs associated with partnership oversight, business and
financial management, general accounting, human uress, budgeting, purchasing,
contracting, and information systems management. The North Carolina Partnership for
Children, Inc., shall continue using a single statewide contract management system that
incorporates features of the required standard fismaountability plan described in
G.S.143B-168.12(a)(4). All local partnerships are required to participate in the contract
management system and, directed by the North Carolina Partnership for Children, Inc., to
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collaborate, to the fullest extent possjbhath other local partnerships to increase efficiency
and effectiveness.

SECTION 11B.8(c) Salariesi The salary schedule developed and implemented
by the North Carolina Partnership for Children, Inc., shall set the maximum amount of State
funds that mg be used for the salary of the Executive Director of the North Carolina
Partnership for Children, Inc., and the directors of the local partnerships. The North Carolina
Partnership for Children, Inc., shall base the schedule on the following criteria:

(1) The population of the area serviced by a local partnership.

(2)  The amount of State funds administered.

(3)  The amount of total funds administered.

(4)  The professional experience of the individual to be compensated.

(5)  Any other relevant factors pertang to salary, as determined by the North

Carolina Partnership for Children, Inc.

The salary schedule shall be used only to determine the maximum amount of State
funds that may be used for compensation. Nothing in this subsection shall be construed to
prohibit a local partnership from using n@tate funds to supplement an individsiaalary in
excess of the amount set by the salary schedule established under this subsection.

SECTION 11B.8(d) Match Requirements. The North Carolina Partnership for
Children, Inc., and all local partnerships shall, in the aggregate, be required to match one
hundred percent (100%) of the total amount budgeted for the program in each fiscal year of the
20172019 biennium. Of the funds the North Carolina Partnership for @hildnc., and the
local partnerships are required to match, contributions of cash shall be equal to at least thirteen
percent (13%) and tkind donated resources shall be equal to no more than six percent (6%)
for a total match requirement of nineteen pet(19%) for each year of the 202019 fiscal
biennium. The North Carolina Partnership for Children, Inc., may carry forward any amount in
excess of the required match for a fiscal year in order to meet the match requirement of the
succeeding fiscal yeaOnly inkind contributions that are quantifiable shall be applied to the
in-kind match requirement. Volunteer services may be treated askardinontribution for the
purpose of the match requirement of this subsection. Volunteer services that @qsalify
professional services shall be valued at the fair market value of those services. All other
volunteer service hours shall be valued at the statewide average wage rate as calculated from
data compiled by the Division of Employment Security of the Departraf Commerce in the
Employment and Wages in North Carolina Annual Report for the most recent period for which
data are available. Expenses, including both those paid by cash -&imdl ioontributions,
incurred by other participating nétate entities antracting with the North Carolina
Partnership for Children, Inc., or the local partnerships also may be considered resources
available to meet the required private match. In order to qualify to meet the required private
match, the expenses shall:

(1) Be \erifiable from the contractr records.

(2) If in-kind, other than volunteer services, be quantifiable in accordance with

generally accepted accounting principles for nonprofit organizations.

3) Not include expenses funded by State funds.

(4) Be supplemstal to and not supplant preexisting resources for related
program activities.

(5) Be incurred as a direct result of the Early Childhood Initiatives Program and
be necessary and reasonable for the proper and efficient accomplishment of
the Prograris objecives.

(6) Be otherwise allowable under federal or State law.

(7 Be required and described in the contractual agreements approved by the
North Carolina Partnership for Children, Inc., or the local partnership.
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(8) Be reported to the North Carolina Partmgpsfor Children, Inc., or the local
partnership by the contractor in the same manner as reimbursable expenses.
Failure to obtain a ninetegrercent (19%) match by June 30 of each year of the
20172019 fiscal biennium shall result in a dotfar-dollar reduction in the appropriation for
the Program for a subsequent fiscal year. The North Carolina Partnership for Children, Inc.,
shall be responsible for compiling information on the private cash akihdncontributions
into a report that is submitted toetloint Legislative Oversight Committee on Health and
Human Services in a format that allows verification by the Department of Revenue. The same
match requirements shall apply to any expansion funds appropriated by the General Assembly.
SECTION 11B.8(e) Bidding.i The North Carolina Partnership for Children, Inc.,
and all local partnerships shall use competitive bidding practices in contracting for goods and
services on contract amounts as follows:
(2) For amounts of five thousand dollars ($5,000) or,ldke procedures
specified by a written policy as developed by the Board of Directors of the
North Carolina Partnership for Children, Inc.
(2)  For amounts greater than five thousand dollars ($5,000), but less than fifteen
thousand dollars ($15,000), thneetten quotes.
(3) For amounts of fifteen thousand dollars ($15,000) or more, but less than
forty thousand dollars ($40,000), a request for proposal process.
(4)  For amounts of forty thousand dollars ($40,000) or more, a request for
proposal process and\&ertising in a major newspaper.
SECTION 11B.8(f) Allocations.i The North Carolina Partnership for Children,
Inc., shall not reduce the allocation for counties with less than 35,000 in population below the
20122013 funding level.
SECTION 11B.8(g) PeformanceBased Evaluatiori. The Department of Health
and Human Services shall continue to implement the perforrizszs evaluation system.
SECTION 11B.8(h) Expenditure Restrictions. The Department of Health and
Human Services and the North Carolirartnership for Children, Inc., shall ensure that the
allocation of funds for Early Childhood Education and Development Initiatives for the
20172019 fiscal biennium shall be administered and distributed in the following manner:
(1) Capital expenditures arprohibited for the 2022019 fiscal biennium. For
the purposes of this sectiotgapital expenditurdsmeans expenditures for
capital improvements as defined@S.143G1-1(d)(5).
(2) Expenditures of State funds for advertising and promotional aegvire
prohibited for the 2012019 fiscal biennium.
For the 20172019 fiscal biennium, local partnerships shall not spend any State funds on
marketing campaigns, advertising, or any associated materials. Local partnerships may spend
any private funds thiecal partnerships receive on those activities.

SMART START EARLY LI TERACY INITIATIVE/DO LLY PARTON'S
IMAGINATION LIBRARY

SECTION 11B.9(a) Funds allocated to the North Carolina Partnership for
Children, Inc., from the Department of Health and Human 8esyishall be used to increase
access to Dolly Partt Imagination Library, an early literacy program that mails
ageappropriate books on a monthly basis to children registered for the program, with the intent
that, upon full implementation, access to pihegram shall be statewide.

SECTION 11B.9(b) The North Carolina Partnership for Children, Inc., may use
up to two percent (2%) of the funds for program evaluation. Funds appropriated under this
section shall not be subject to administrativeissosquiements under Section 1183 of this
act, nor shall these funds be subject to the child care services funding requirements under
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G.S.143B-168.15(b), child care subsidy expansion requirements Uader43B-168.15(g),
or the math requirements under Sext 11B.§d) of this act.

SECTION 11B.9(c) The North Carolina Partnership for Children, Inc., shall report
on the success of the early literacy initiative, including any recommendations, to the Joint
Legislative Oversight Committee on Health and HumawiSes by March 1, 2018. The report
shall include participation rates for Dolly Parofmagination Library.

SUBPART XI-C. DIVISION OF SOCIA L SERVICES

TANF BENEFIT IMPLEME NTATION

SECTION 11C.1(a) The General Assembly approves the plan titlétbrth
Caolina Temporary Assistance for Needy Families State Plan FY-2018; prepared by the
Department of Health and Human Services and presented to the General Assembly. The North
Carolina Temporary Assistance for Needy Families State Plan covers the Qetadzer 1,
2016, through September 30, 2019. The Department shall submit the State Plan, as revised in
accordance with subsection (b) of this section, to the United States Department of Health and
Human Services.

SECTION 11C.1(b) The counties approved &lecting Counties in the North
Carolina Temporary Assistance for Needy Families State Plan FY-ZW% as approved by
this section, are Beaufort, Caldwell, Catawba, Lenoir, Lincoln, Macon, and Wilson.

SECTION 11C.1(c) Counties that submitted the lettef intent to remain as an
Electing County or to be redesignated as an Electing County and the accompanying county plan
for years 2016 through 2019, pursuantGds.108A-27(e), shall operate under the Electing
County budget requirements effective July2017. For programmatic purposes, all counties
referred to in this subsection shall remain under their current county designation through
September 30, 2019.

SECTION 11C.1(d) For each year of the 208019 fiscal biennium, Electing
Counties shall be heldarmless to their Work First Family Assistance allocations for the
20152016 fiscal year, provided that remaining funds allocated for Work First Family
Assistance and Work First Diversion Assistance are sufficient for payments made by the
Department on belf of Standard Counties pursuanGds.108A-27.11(b).

SECTION 11C.1(e) In the event that departmental projections of Work First
Family Assistance and Work First Diversion Assistance for the -2018 fiscal year or the
20182019 fiscal year indicatéhat remaining funds are insufficient for Work First Family
Assistance and Work First Diversion Assistance payments to be made on behalf of Standard
Counties, the Department is authorized to deallocate funds, of those allocated to Electing
Counties for Wdk First Family Assistance in excess of the sums set forth $1108A-27.11,
up to the requisite amount for payments in Standard Counties. Prior to deallocation, the
Department shall obtain approval by the Office of State Budget and Management. If the
Department adjusts the allocation set forth in subsection (d) of this section, then a report shall
be made to the Joint Legislative Oversight Committee on Health and Human Services and the
Fiscal Research Division.

INTENSIVE FAMILY PRE SERVATION SERVICES FUNDING  AND
PERFORMANCE ENHANCEM ENTS
SECTION 11C.2(a) Notwithstanding the provisions d6.S.143B-150.6, the
Intensive Family Preservation Services (IFPS) Program shall provide intensive services to
children and families in cases of abuse, neglect, and depey where a child is at imminent
risk of removal from the home and to children and families in cases of abuse where a child is
not at imminent risk of removal. The Program shall be developed and implemented statewide
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on a regional basis. The IFPS shalkere the application of standardized assessment criteria
for determining imminent risk and clear criteria for determiningadtitome placement.

SECTION 11C.2(b) The Department of Health and Human Services shall require
that any program or entity thagaeives State, federal, or other funding for the purpose of IFPS
shall provide information and data that allows for the following:

(1) An established followup system with a minimum of six months of

follow-up services.

(2) Detailed information on the spdci interventions applied, including
utilization indicators and performance measurement.

3) Costbenefit data.

4) Data on longterm benefits associated with IFPS. This data shall be obtained
by tracking families through the intervention process.

(5) The number of families remaining intact and the associated interventions
while in IFPS and 12 months thereafter.

(6) The number and percentage, by race, of children who received IFPS
compared to the ratio of their distribution in the general population ingolve
with Child Protective Services.

SECTION 11C.2(c) The Department shall establish a performapased funding
protocol and shall only provide funding to those programs and entities providing the required
information specified in subsection (b) of thi€ten. The amount of funding shall be based on
the individual performance of each program.

CHILD CARING INSTITU TIONS

SECTION 11C.3 Until the Social Services Commission adopts rules setting
standardized rates for child caring institutions as authorizeteruG.S.143B-153(8), the
maximum reimbursement for child caring institutions shall not exceed the rate established for
the specific child caring institution by the Department of Health and Human Services, Office of
the Controller. In determining the maxim reimbursement, the State shall include county and
IV-E reimbursements.

USE OF FOSTER CARE BUDGET FOR GUARDIANSH IP ASSISTANCE PROGRAM

SECTION 11C.4 Of the funds available for the provision of foster care services,
the Department of Health and Humaenr&ces, Division of Social Servicesiyay continue to
provide for the financial support of children who are deemed to be (i) in a permanent family
placement setting, (ii) eligible for legal guardianship, and (iii) otherwise unlikely to receive
permanencyNo additional expenses shall be incurred beyond the funds budgeted for foster
care for the Guardianship Assistance Program (GARg. Guardianship Assistance Program
(GAP) shall include provisions for extending guardianship services for individuals wieo hav
attained the age of 18 years and opt to continue to receive guardianship services until reaching
21 years of agé the individual is (i) completing secondary education or a program leading to
an equivalent credential, (ii) enrolled in an institutiort f@vides postsecondary or vocational
education, (iii) participating in a program or activity designed to promote, or remove barriers
to, employment, (iv) employed for at least 80 hours per month, or (v) incapable of completing
the educational or employme requirements of this section due to a medical condition or
disability. The Guardianship Assistance Program rates shall reimburse the legal guardian for
room and board and be set at the same rate as the foster care room and board rates in
accordance witates established undérS.108A-49.1.

CHILD WELFARE POSTSE CONDARY SUPPORT PROGRAM (NC REACH)
SECTION 11C.5(a) Funds appropriated from the General Fund to the Department
of Health and Human Services for the child welfare postsecondary support psigalrbe
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used to continue providing assistance with"ttest of attendanteas that term is defined in 20
U.S.C. 8§ 108711 for the educational needs of foster youth aging out of the foster care system
and special needs children adopted from foster cageade 12. These funds shall be allocated

by the State Education Assistance Authority.

SECTION 11C.5(b) Of the funds appropriated from the General Fund to the
Department of Health and Human Services, the sum of fifty thousand dollars ($50,000) for the
2017-2018 fiscal year and the sum of fifty thousand dollars ($50,000) for the Zi1Bfiscal
year shall be allocated to the North Carolina State Education Assistance Authority (SEAA).
The SEAA shall use these funds only to perform administrative funatiecesssary to manage
and distribute scholarship funds under the child welfare postsecondary support program.

SECTION 11C.5(c) Of the funds appropriated from the General Fund to the
Department of Health and Human Services, the sum of three hundreehih@tthousand four
hundred ninetthree dollars ($339,493) for the 202@18 fiscal year and the sum of three
hundred thirtynine thousand four hundred ningtyee dollars ($339,493) for the 202819
fiscal year shall be used to contract with an entitgdwinister the child welfare postsecondary
support program described under subsection (a) of this section, which administration shall
include the performance of case management services.

SECTION 11C.5(d) Funds appropriated to the Department of Health ldoman
Services for the child welfare postsecondary support program shall be used only for students
attending public institutions of higher education in this State.

FEDERAL CHILD SUPPORT INCENTIVE PAYMENTS

SECTION 11C.6(a) Centralized Services. The North Carolina Child Support
Services Section (NCCSS) of the Department of Health and Human Services, Division of
Social Services, shall retain up to fifteen percent (15%) of the annual federal incentive
payments it receives from the federal governmenhb@ece centralized child support services.

To accomplish this requirement, NCCSS shall do the following:

(1) In consultation with representatives from county child support services
programs, identify how federal incentive funding could improve centralized
services.

(2) Use federal incentive funds to improve the effectiveness of the'sState
centralized child support services by supplementing and not supplanting
State expenditures for those services.

3) Develop and implement rules that explain the Stategsdor calculating
and distributing federal incentive funding to county child support services
programs.

SECTION 11C.6(b) County Child Support Services ProgramisNCCSS shall
allocate no less than eightiye percent (85%) of the annual federal incemtpayments it
receives from the federal government to county child support services programs to improve
effectiveness and efficiency using the federal performance measures. To that end, NCCSS shall
do the following:

Q) In consultation with representatsvefrom county child support services
programs, examine the current methodology for distributing federal
incentive funding to the county programs and determine whether an
alternative formula would be appropriate. NCCSS shall use its current
formula for distibuting federal incentive funding until an alternative
formula is adopted.

(2) Upon adopting an alternative formula, develop a process to phase in the
alternative formula for distributing federal incentive funding over a
four-year period.
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SECTION 11C.6(c) Reporting by County Child Support Services Prograins.
NCCSS shall continue implementing guidelines that identify appropriate uses for federal
incentive funding. To ensure those guidelines are properly followed, NCCSS shall require
county child supporservices programs to comply with each of the following:

(2) Submit an annual plan describing how federal incentive funding would
improve program effectiveness and efficiency as a condition of receiving
federal incentive funding.

(2) Report annually on théollowing: (i) how federal incentive funding has
improved program effectiveness and efficiency and been reinvested into
their programs, (ii) provide documentation that the funds were spent
according to their annual plans, and (iii) explain any deviatioo® their
plans.

SECTION 11C.6(d) Reporting by NCCSSi NCCSS shall submit a report on
federal child support incentive funding to the Joint Legislative Oversight Committee on Health
and Human Services and the Fiscal Research Division by November hofezaic The report
shall describe how federal incentive funds enhanced centralized child support services to
benefit county child support services programs and improved the effectiveness and efficiency
of county child support services programs. The reglall further include any changes to the
State process the NCCSS used in calculating and distributing federal incentive funding to
county child support services programs and any recommendations for further changes.

CHILD WELFARE SYSTEM CHANGES

SECTION 11C7.(a) Federal Improvement Plan Implementation. The
Department of Health and Human Services, Division of Social Services, shall continue
implementing therequirements of the federal Program Improvement Plan to bring our State
into compliance with natia standards for child welfare policy and practicBlse Division
shall collaborate with county departments of social services to develop a model of oversight
that supports program outcomes and a cosirdpility to meet performance standards as
outlined n the Program Improvement Plan. Oversight may include support for continuous
guality improvement, staff training, and data analysis.

The Division shall report on the implementation and outcomes of the Program
Improvement Plan to the Joint Legislative Ovght Committee on Health and Human
Services. The report shall be submitted semiannually on February 1 and August 1 of each year,
with a final report on February 1, 2019.

SECTION 11C.7.(b) Child Welfare/NC FASTI The Department of Health and
Human Servicg, Division of Social Services, shall continue toward completion otthtile
welfare component of the North Carolina Families Accessing Services Through Technology
(NC FAST) system to (i) bring the State into compliance with the Statewide Information
Sysem systematic factor of the Child and Family Services Review (CFSR) and (ii) ensure that
data quality meets federal standards and adequate information is collected and available to
counties to assist imacking children and outcomes across counties

It is the intent of the General Assembly that the child welfare component of the NC
FAST system be operational by December 31, 2017. To that end, the Department of Health and
Human Services, Division of Social Services, shall report on the development, imialtomen
and outcomes of the child welfare component of the NC FAST system to the Joint Legislative
Oversight Committee on Health and Human Services quarterly through February 1, 2018. The
report shall include, at a minimum, each of the following:

Q) The arrent time line for development and implementation of the child

welfare component to NC FAST.

(2)  Any adjustments and justifications for adjustments to the time line.

3) Progress on the development and implementation of the system.
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(4) Address any iderted issues in developing or implementing the child
welfare component to NC FAST and solutions to address those issues.

(5) The level of county participation and involvement in each phase of the
project.

(6) Any budget and expenditure reports, includingerayl project budget and
expenditures, and current fiscal year budget and expenditures.

INCREASE ACCESS TO PUBLIC BENEFITS FOR OLDER DUAL ELIGIBLE
SENIORS

SECTION 11C.8(a) The Department of Health and Human Services, Division of
Social Services (Divisio), shall continue implementing an evidet@sed pilot program to
increase access to public benefits for seniors aged 65 and older who are dually enrolled in
Medicare and Medicaid to (i) improve the health and independence of seniors and (ii) reduce
healh care costs. The Division shall continue to partner with afareprofit firm for the
purposes of engaging in a dataven campaign to help seniors aged 65 and older who are
dually enrolled in Medicare and Medicaid meet their basic social needs. Fra-poofit firm
shall have demonstrated experience in assisting with these types of services and the partnership
shall accomplish each of the following:

(2) Identify, through data sharing, dual eligible seniors aged 65 and older who
qualify for the Supplemntal Nutrition and Assistance Program (SNAP) but
are not currently enrolled.

(2) Conduct an outreach program toward those seniors for the purpose of
enrolling them into SNAP.

3) Provide comprehensive application assistance through outreach specialists to
complete public benefits application processes.

(4) Evaluate project effectiveness and explore how data can be utilized to
achieve optimal outcomes.

(5) Make recommendations regarding policy options available to the State to
streamline access to benefits.

SECTION 11C.8(b) The Division shall report to the Office of the Governor and
the Joint Legislative Oversight Committee on Health and Human Services on its progress in the
pilot program by February 1 following each year the pilot program is in placeepbe shall,
at a minimum, include the following:

(1) The number of seniors age 65 and older who are dual eligibles but are not

enrolled in SNAP.

(2) The number of those identified that would be included in the sample
population.

3) Methods of outreactoward those seniors in the sample population.

(4)  Number of to date enrollments in SNAP as a direct result of outreach during
the pilot program.

(5) Participation rate to date in SNAP of those seniors in the sample population.

(6)  Any other findings the vision deems relevant.

SECTION 11C.8(c) Any nonrecurring funds remaining in the 202617 fiscal
year from implementation of the pilot program under this section shall not revert, but shall
remain available for continued implementation of the pilot @og along with any private or
nonprofit funding provided to the Division for use in the pilot program. If funding and capacity
exist, the Division of Social Services may expand the pilot program to include other public
benefits programs.

SUCCESSFUL TRANSTION/FOSTER CARE YO UTH/PERMANENCY
INNOVATION INITIATIV E TECHNICAL CHANGE
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SECTION 11C.9(a) There is created the Foster Care Transitional Living Initiative
Fund to fund and support transitional living services that demonstrate positive outcomes for
youth, attract significant private sector funding, and lead to the development of evinkzsex
programs to serve the-ask population described in this section. The Fund shall support a
demonstration project with services provided by Youth Villages to (prove outcomes for
youth ages 121 years who transition from foster care through implementation of
outcomebased Transitional Living Services, (ii) identify c@stvings in social services and
juvenile and adult correction services associated with theigiwa of Transitional Living
Services to youth aging out of foster care, and (iii) take necessary steps to establish an
evidencebased transitional living program available to all youth aging out of foster care. In
implementing these goals, the FostereCaransitional Living Initiative Fund shall support the
following strategies:

(1) Transitional Living Services, which is an outcotmesed program that
follows the Youth Villages Transitional Living Model. Outcomes on more
than 7,000 participants have bdescked since the prograrinception. The
program has been evaluated through an independent Randomized Controlled
Trial. Results indicate that Youth Villages Transitional Living Model had
positive impacts in a variety of areas, including housing stabégynings,
economic hardship, mental health, and intimate partner violence in
comparison to the control population.

(2) PublicPrivate Partnership, which is a commitment by prissetor funding
partners to match one hundred percent (100%) of the fipme@iated to
the Foster Care Transitional Living Initiative Fund for the 2@079 fiscal
biennium for the purposes of providing Transitional Living Services through
the Youth Villages Transitional Living Model to youth aging out of foster
care.

3) Impact Measurement and Evaluation, which are services funded through
private partners to provide independent measurement and evaluation of the
impact the Youth Villages Transitional Living Model has on the youth
served, the foster care system, and on othegranas and services provided
by the State which are utilized by former foster care youth.

(4)  Advancement of EvideneBased Process, which is the implementation and
ongoing evaluation of the Youth Villages Transitional Living Model for the
purposes of estéibhing the first evidencbased transitional living program
in the nation. To establish the evidesm®sed program, additional
randomized controlled trials may be conducted to advance the model.

SECTION 11C.9(b) G.S.131D-10.9A(c) reads as rewritten:

"(c) Purpose and PoweifisThe Committee shall:

(1) Design and implement a data tracking methodology to collect and analyze
information to gauge the success of the initiative established under this
section as well asan—initiativeany initiatives for foster @re youth
transitioning to adulthoed—in—accordance—with—Part—3—of —this
Artiele-adulthood.

(2) Develop a methodology to identify shoand longterm costsavings in the
provision of foster care and foster care transitional living services and any
potentialreinvestment strategies.

(3) Oversee program implementation to ensure fidelity to the program models

identified under subdivisions (1) and (2) ©tS-131B-10-9B(a)-and-under
subdivisions{1)through(4)-6+ G-S—13MD.9G(a)G.S.131D-10.9B(a).
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(4) Study review, and recommend other policies and services that may
positively impact permanency, wddkeing outcomes, and youth aging out of
the foster care systeim.

FINAL REPORT/EASTERN BAND OF CHEROKEE IND IANS ASSUMPTION OF
SERVICES

SECTION 11C.1Q(a) The Dgpartment of Health and Human Services, Division of
Social Services, shall submit a final report to the Joint Legislative Oversight Committee on
Health and Human Services on the assumption of certain services by the Eastern Band of
Cherokee Indians as imphented pursuant to Section 12C.10 of S.L. 2045, as amended by
Section 12C.2 of S.L. 20184, when implementation is complete.

SECTION 11C.1Q(b) Section 12C.10(h) of S.L. 204541 is repealed.

ELIGIBILITY REFORM/S UPPLEMENTAL NUTRITIO N ASSISTANCE PROGRAM

(SNAP)

SECTION 11C.11 G.S.108A-52 reads as rewritten:
"§ 108A52. Determination of elgibility—eligibility; cooperation with child support
program as a condition of eligibility; limitation on categorical eligibility.

(@)  Any person who believes thae or another person is eligible to receive electronic
food and nutrition benefits may apply for such assistance to the county department of social
services in the county in which the applicant resides. The application shall be made in such
form and shdlcontain such information as the Social Services Commission may require. Upon
receipt of an application for electronic food and nutrition benefits, the county department of
social services shall make a prompt evaluation or investigation of the factedalleghe
application in order to determine the applicamligibility for such assistance and to obtain
such other information as the Department may require. Upon the completion of such
investigation, the county department of social services shall,nnatheasonable period of time,
determine eligibility.

(b) The Department shall requiagplicants forelectronic food and nutrition benefits to
cooperate with the Child Support Enforcement Progranaccordance with Article 9 of
Chapter 110 of the Gener@tatutesas a condition oéligibility for food and nutrition benefits
pursuant to 7 C.F.R.273.11(0) and (p).

© Notwithstanding any provision of law to the contratiye Departmenshall not
grant a personcategorical eligiblity under 7 U.S.C. § 2014) for the food and nutrition
servicesprogram based ononcash, irkind, or otherbenefit unless expressly required by
federal law"

FAMILY AND CHILD PRO TECTION AND ACCOUNTA BILITY ACT

REGIONAL SOCIAL SERV ICES DEPARTMENTS; WO RKING GROUP

SECTION 11C.12(a) Transition to Regional Social Services Departmeinfshe
Department of Health and Human Services (Department) shall develop a plan for regional
organization, administration, and governance of the social services system in North Carolina.
The plan shalrecommend a system of public authorities that includes no more than 30 regions
and is operational no later than January 1, 2022. The plan will have the effect of transforming
North Caroling Statesupervised, countgdministered system into a Statgpevised,
regionally administered system. It is essential that the plan reflect the interests of all
stakeholders involved with the current system. The Department shall develop a preliminary
plan and a final plan as follows:

Q) Preliminary plan.i The Depament shall prepare a preliminary plan that

incorporates recommendations submitted to the Department by the Social
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(2)

Services Regionalization Working Group created under subsection (b) of
this section. In developing the preliminary plan, the Department shall
implement a process for soliciting stakeholder input on the plan. The
Department shall submit the preliminary plan to the Joint Legislative
Oversight Committee on Health and Human Services by January 15, 2019.
Final plan.i The Department shall revisiee preliminary plan to incorporate
changes based on information it receives from stakeholders. The
Departmeris plan shall include a proposed time line for completing the
transition to a regional social services system by January 1, 2022. The
Departmenshall submit the Departméstplan for consideration to the Joint
Legislative Oversight Committee on Health and Human Services
(Committee) by March 31, 2019. However, the Department shall not
implement the final plan without an act by the General Assembly.

SECTION 11C.12(b) Social Services Regionalization Working Grotip.The
School of Government at the University of North Carolina at Chapel Hill (SOG) shall convene
a Social Services Regionalization Working Group (Working Group) to make recommendations
to the Department regarding the preliminary plan for regionalization.

SECTION 11C.12(c) Composition.i The Working Group shall consist of the
following members:

(1)
(@)
(3)

(4)
(5)

(6)

(7)

Three members of the Senate appointed by the President Pro Tempore of the
Senate, one of vdm shall be designated as a cochair.

Three members of the House of Representatives appointed by the Speaker of
the House of Representatives, one of whom shall be designated as a cochair.
Three representatives from the Department of Health and H$®arices
appointed by the Secretary of Health and Human Services or the Sesretary
designee.

One designee of the Chief Justice of the North Carolina Supreme Court,
appointed by the Chief Justice.

Four county commissioners representing the Nodloltha Association of
County Commissioners (NCACC), each of whom shall represent different
regions of the State, appointed by the Director of the NCACC.

Two representatives from the North Carolina Association of County
Directors of Social Services (MCDSS), appointed by the Director of the
NCACDSS.

One representative from the North Carolina Association of Social Services
Attorneys (NCASSA), appointed by the Director of the NCASSA.

SECTION 11C.12(d) Ad Hoc Subcommitteesi The cochairs may, at eir
discretion, establish ad hoc subcommittees involving experts and representatives of stakeholder
organizations to provide information and offer recommendations related to their areas of
expertise and interest. Experts and organizations may include:

(1)
(2)
(3)
(4)
(5)
(6)
(7)
(8)
(9)
(10)
(11)

Social Services Commission.

North Carolina Association of County Boards of Social Services.
Guardian ad Litem program.

Office of Indigent Defense Services.

North Carolina Partnership for Children, Inc.
Disability Rights of North Carolia.

Benchmarks NC.

North Carolina Association of Local Health Directors.
North Carolina Council of Community Programs.
North Carolina Emergency Management Association.
North Carolina Child Support Council.
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(12)
(13)
(14)

(15)
(16)

North Carolina PediatriSociety.

AARP North Carolina.

County commissioners representing jurisdictions that have diverse
geographic, socioeconomic, and demographic characteristics.

Directors and administrators of consolidated human services agencies.
Other exprts or stakeholders identified by the cochairs.

SECTION 11C.12(e) Duties. 1T The Working Group shall develop
recommendations for the regionalization plan required by subsection (a) of this section. At a
minimum, the recommendations shall:

(1)

(2)

3)

(4)

(5)

(6)

(7)

(8)

(9)
(10)

(11)

(12)

(13)

Focus on th need to improve service delivery, enhance the quality of
services provided, increase efficiency and accuracy, and promote uniformity
of service availability and delivery across the State.

Specify the services a regional agency would be required whdrezed to
provide and the functions it would be required and authorized to perform.
Identify factors to consider when establishing the size of the regions,
including (i) the need to ensure that the size of the region allows the region
to maintain adirect, local connection with the jurisdictions it serves and (ii)
the cultural differences and similarities between regions.

Propose a regional system that provides for centralized administrative
operations that are geographically located in one gobnt preserves a
physical presence for delivery of social services in every county served by
the region.

Strive to align the new regions with both county borders and judicial districts
in order to ensure seamless connections between child welfark, adu
protective services, child support enforcement, and the judicial system.
Consider the implications of making the regional agencies public authorities,
as defined inG.S.1597(b)(10), and identify policy and administrative
issues that would need toe addressed in legislation when creating the
authorities.

Identify one or more options for maintaining county contributions to social
services programs at appropriate levels to ensure adequate services are
available throughout the region and each ¢pun a region is financially
accountable for the proportion of services provided in that county.

Propose a governance structure for the regional agencies that, at a minimum,
requires a governing board, outlines the process for appointing board
members and requires at least one county commissioner from each county
within the region to serve on a governing board.

Propose powers and duties of the governing board, which shall include the
authority to hire and supervise the director of the regional@ge

Consider the leadership needs for the regional agencies, including the
minimum qualifications for the agency director as well as the necessary
powers and duties of the director.

Propose safeguards to ensure that the regional agencies maiffiaiive
working relationships with the other human services agencies and
stakeholders serving the same counties.

Consider the implications of having personnel of the regional agencies
exempt from or subject to Chapter 126 of the General Statutes.

Consider the implications of regionalization of social services for counties
that have established consolidated human services agencies pursuant to
G.S.153A-77 and explore options for integrating regionalized
administration into the framework of caislated agencies, granting
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exemptions to regionalization for consolidated agencies, authorizing regional
consolidated human services agencies, and reversing consolidations.

SECTION 11C.12(f) Report.i The Working Group shall submit an interim report
to the Joint Legislative Oversight Committee on Health and Human Services (Committee) no
later than June 30, 2018. After receiving the interim report, the Committee may terminate the
Working Group if it concludes that the Working Group is not making suffigemgress. The
Working Group shall submit a final report, including its recommendations in accordance with
subsection (d) of this section, to the Committee and the Department of Health and Human
Services by December 1, 2018.

SECTION 11C.12(g) Role of the School of Governmeni. The School of
Government at the University of North Carolina at Chapel Hill shall assist the Working Group
as follows:

(2) Convene and facilitate meetings.

(2) Provide necessary clerical and administrative support.

3 Prepare th&orking Groups preliminary and final reports.

(4) Provide technical assistance, as appropriate.

SECTION 11C.12(h) SOG Fundsi Of the funds appropriated in this act to the
Department of Health and Human Services, the sum of-&gtyt thousand four mdred
dollars ($48,400) for the 2012018 fiscal year and the sum of tweffitye thousand seven
hundred dollars ($25,700) for the 262819 fiscal year shall be allocated to the School of
Government at the University of North Carolina at Chapel Hill ferrdle in assisting in
developing the regionalization plan under this section.

SECTION 11C.12(i) Working Group Fundsi Of the funds appropriated in this
act to the Department of Health and Human Services, the sum of-dighty thousand
thirty-nine dolars ($38,039) for the 20312018 fiscal year and the sum of sixteen thousand
three hundred three dollars ($16,303) for the 2PQ89 fiscal year for reimbursement costs
associated with duties of the Working Group.

REFORMING STATE SUPERVISION AND ACCOUNTA BILITY OF THE STATE 'S
CHILD WELFARE SYSTEM

SECTION 11C.12(j) The Office of State Budget and Management, in consultation
with the Department of Health and Human Services, shall develop and issue a request for
proposal (RFP) no later than January 15, 2@d&ontract with a thirgbarty organization to
evaluate the Stdtechild welfare system, develop a plan for reforming the system in order to
improve outcomes for children and enhance State supervision of local administration, and
provide ongoing evaluatio and oversight of the agergyimplementation of child welfare
reform. In developing the implementation plan, the organization shall engage the services of
national technical advisors with broad expertise and experience in implementingdalge
systenic child welfare reform. The organization, along with national technical advisors, shall
undertake a comprehensive, diagnostic assessment of thes Sthiled welfare system,
including its points of contact with other chigrving State systems, and deyeh plan for
reforming the system to include, at a minimum, the following child welfare activities:

(2) Child Protective Services (CPS), including receiving reports and
investigating allegations of child abuse, neglect, or dependency.

(2) Preventive and nthome services that provide struggling families with
needed supports and treatment to prevent removal of the children from the
home.

3) Child fatality oversight, including a review of the existing structure,
communication, and effectiveness of the ComityurChild Protection
Teams, the Child Fatality Prevention Team, and use of Citizen Review
Panels. Oversight shall also include identification of systemic problems in
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(4)
(5)

(6)
(7)
(8)

the child welfare system that may increase risk of harm or death to a child
and implementi#on of timely and appropriate systemic reforms following a
child fatality.

Placement of children in foster care and otheraftitome settings.

Services provided to children, youth, and parents involved with child welfare
to achieve reunificationf families.

Efforts to achieve permanency for children either through reunification with
family, legal guardianship or custody, or adoption.

Provision of health care, mental health, and educational services to children
and families involved withhte child welfare system.

Services provided to older youth in foster care and to those who have aged
out of foster care.

SECTION 11C.12(k) In addition to the requirements under subsection (j) of this
section, the child welfare reform plan shall propasitical changes, as needed, to the major
structural components of the Statehild welfare system, including each of the following:

(1)
(2)
(3)
(4)

(5)

Visioning and an overarching strategic direction for the Department of
Health and Human Services, Division of So8alvices.

Collection, analysis, and effective use of data.

Leadership and governance at the State level.

Changes necessary to ensure wralined and adequately compensated staff
to improve performance and reduce turnover.

Practice and impmentation, including:

a. Ensuring a statewide, trauat@ormed, culturally competent,
family-centered practice framework.
b. Incorporating more  evidendsased  practices, including

evidenceinformed prevention services designed to reduce the
number of cHdren entering foster care.

C. Specifying expectations regarding professional development,
training, and performance standards.
d. Eliminating unnecessary barriers to licensing foster care and

therapeutic foster care families to ensure an adequate supply o
gualified families.

e. Improving provider and foster parent feedback loops. For purposes of
this subsubdivision,'feedback loogsrefers to a situation in which a
portion of the output of a situation is used for new input.

f. Performing time use and say surveys for Division of Social
Services staff.

g. Promoting relationshipuilding across agencies and providers.

h. Implementing family supports for adoptions, which includes (i)

collecting data on the incidence of disrupted adoptions and unlawful
trarsference of children in North Carolina, (i) the outcomes for
children and families associated with disrupted adoptions, and (iii)
the provision of supports needed to assist families at risk of
disruption in order to keep those families together.

I. Maintaning sibling groups, in accordance with tHé&ostering
Connections to Success and Increasing Adoptions Act of '2008.

J. Developing a statewide, standardized functional assessment to be

used for case planning, service referrals, and enhancing
executivelevel decision making around resource allocation and other
system reform efforts.
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(6) Consistent, standardized continuous quality improvement (CQI) at the State
and county levels.

(7)  Analysis and alignment of policies and procedures to support and accelerate
system reform, focusing on sustainable change that will improve outcomes
for children and families.

SECTION 11C.12(1) In developing the child welfare reform plan pursuant to this

section, the organization shall do each of the following:

(2) Ensure the lan complies with the requirements of the federal Child and
Family Services Review Program Improvement Plan effective January 1,
2017.

(2) Consult with the Social Service Regionalization Working Group on the
development of the regionalization plan and offeecommendations
appropriate to align the regionalization plan with the child welfare reform
plan.

(3) Review the program for corrective action un@6.108A-74, as amended
by subsection (p) of this section, and offer any recommendations necessary
to algn the corrective action program with the child welfare reform plan.

SECTION 11C.12(m) The child welfare system reform effort described in this

section shall also include the creation of a Child Welfare System Transparency and Wellness
Dashboard (Dashlaod) that will collect data from the North Carolina Families Accessing
Services through Technology (NC FAST) system. The Dashboard shall serve as a report card
and include regular reports of the components described under subsection (k) of this section
and be continuously updated to allow for monitoring by State leadership, staff and families
involved in the child welfare system, and the general public to ensure maximum accountability
and transparency and the effective and efficient use of child welfaveeeserand funds.
Specifically, the Dashboard shall address the data issues highlighted in the Child and Family
Services Review (CFSR) and the North Carolina Statewide Child Protective Services
Evaluation of the State Child Protective Services system diadarch 1, 2016, to ensure the
provision of accurate federal reporting and improved case management, continuous quality
improvement (CQI), and overall improved outcomes for children and families. The Division of
Social Services shall post data from a depant of social servicéseport card on the
Division's Web site, and the data shall be updated to ensure accurate reporting. For purposes of
this subsection, the terfDashboarti means a standard set of performance and outcome
metrics that indicate howfetctively the child welfare system is working.

SECTION 11C.12(n) The following reporting and implementation requirements

shall occur:

(1) The Office of State Budget and Management (OSBM) shall report to the
Joint Legislative Oversight Committee on Healihd Human Services
(Committee) upon hiring an organization to develop the child welfare reform
plan pursuant to this section.

(2) OSBM shall include in the contract clear direction that time is of the essence
and failure to perform within the required #nline constitutes breach of
contract. OSBM shall also include a provision in the contract authorizing it
to terminate the contract without financial penalty to the State if OSBM, in
consultation with the Committee, determines that progress on development
of the child welfare reform plan is unsatisfactory.

(3)  The organization shall submit a preliminary report to the Committee no later
than 180 days after the contract is finalized. The preliminary report shall set
forth the organizatids vision for develomg the child welfare reform plan.

After that report is submitted, the organization shall submit bimonthly
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reports to the Committee on the progress of development and
implementation of the child welfare reform plan.

(4) The Department shall collaborate lwithe organization to implement the
child welfare reform plan. The Department shall submit a report to the
Committee no later than September 15, 2019. The report shall describe
progress made on implementation to date, implementation plans and time
lines fa the subsequent 24 months, and a summary of significant challenges
encountered during implementation.

(5) The Department shall conduct a comprehensive review of every policy
published by the Department related to child welfare. The Department shall
revise existing policies and adopt new policies as necessary to align
departmental guidance with the law as well as the systemic, policy, and
practice changes resulting from both regionalization of the social services
system and child welfare reform. The Depatrinshall consult with agency
attorneys and the School of Government at the University of North Carolina
at Chapel Hill to confirm that each policy is authorized by statute or
regulation. Prior to finalizing each policy, the Department shall provide the
padlicy to the outside organization for review. The outside organization shall
monitor the implementation of the policy review and revision process and
submit bimonthly reports to the Committee beginning no later than
September 15, 2019.

SECTION 11C.12(o) Of the funds appropriated in this act to the Department of

Health and Human Services, Division of Social Services, the sum of three million one hundred
thousand dollars ($3,100,000) in nonrecurring funds for the-2018 fiscal year shall be used

for refoming State supervision and accountability of the Stathild welfare system as
provided in this section.

LOCAL DSS; CORRECTIV E ACTION
SECTION 11C.12(p) G.S.108A-74 reads as rewritten:

"§ 108A74. Ceunty—Local department failure to previde—services:-meet required
standardsin child welfare; corrective action; State intervention in or control of
service delivery.

€)) Notwithstanding any other provision of law to the contrary, the Secretddgalth
and-Human-Servicamay take action in accordance withis section to ensure the delivery of
child welfare services in accordance with State laws and applicable rules. As used in this
section, theermsfollowing definitions shall apply:

(1) “Ceunty-departmentofsocial-services"also-meanDimrtment okocial
services.T The department responsible for administrationtloé social
services and public assistangegrans in a county. It includes a county
department of social servicescansolidated human services agenay.a
regionalsocial services deptmentwhicheverappliesapplies.

(2) “County—director—of-social-services"—also—meahe-Director of social
services.T The person responsible for managing and administering the
department obocialservices, including a county social services diredor,
regional social services director, or luman services director, whichever
apphes;—andpplies.

(3) “Ceunty-beoard-efsecial-services—also-meansBbard of social services.

The governing body responsible for oversight of the department of social
sewices,includinga regionalboard ofsocial services, aonsolidated human
services boardor a board of county commissioners that has assumed the
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powers and duties of @ocial services governing board pursuant to
G.S.153A-77(a),whichever applies.

4) Child welfare programi Protective services related to juveniles alleged to
be abused, neglected, or dependent as required by Chapter 7B of the General
Statutes

(al) The Secretary shatlevelop a standard set of performance and outcome metrics for
child wdfare services.Departments of social servicehall satisfy mandated performance
requirements that are based on those metrics.

(a2) If a department of social servicesl$ to meet the performance requiremeifuis
three consecutive_monthsr for five monhs within any consecutive tghonth period, the
Secretary andhe department of social services shall enter into a joint corrective action plan
within 60 working daysThe plan shall specifically identify each of the following components:

(1) The duration bthe joint correctiveactionplan, not to exceed 12 months. If
the Secretary determines that thiepartment of social servicdsms not
shown measurable progresgthin six months, the Secretary may summarily
conclude that the department of social servicas failed to successfully
complete a joint corrective plan and may proceed with steps necessary to
temporarily assume administrative responsibilities of the department of
socialservices|f the Secretary determines the department of social services
hasshown measurable progress within six monties,Secretary may extend
the joint correctiveaction plan by six months, but in no case shall a joint
corrective action plapxceed 18 months.

(2) The performance requirements for the department of social sertihat
constitute successful completion of the joint corrective action plan.

(3) An_ acknowledgement that failure to successfully compléte joint
corrective action plan shall result in temporary assumption of all or part of
the department of social s&es child welfare program administration.

(b) If the SecretarpfHealth-and-Human-Servicdetermines that esuntydepartment
of somal serwce%—nekpmw&ng—ehﬂd—pmte&a%emees%ste#e&e%ee%es—e#&doptlon

Gemms&en—eefa%%—demenst&ate—masen&ble—eﬁeﬁs%—dhasofaned to successfully
complete the joint correctlve action plahen théeemtaw—aﬁtepptemngwntteprneHﬂea!ﬂo

board of county commlssmneme department of somal services, the county manager, and the
board ofsocial services at lea30 days notice that the Secretary intends to temporarily assume
all or part of the departméstchild welfare program administration in accordance with
subsection (clof this section.In a regional department of social services, notice shall be
provided taboards of county commissioners and county managers for all counties served by the
region.
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operation-by-the-Department-of Health-and-Human-Seriobsithstanding any provision of

law to the contrary, if a department of social services fmil successfully complete its joint
corrective action plan, the Secretary shaifthin 30 calendar daysemporarily assume all or
part of the departmentchildwelfareprogram administration upon giving notice as required by
subsection (b) of this sésh. During the periodhe Secretarassunes administratiorof the
child welfare progranmthe following shall occur:

(1) The Secretary shall administer the child welfare program in a county or
region Administration bythe Secretary may include direct opépon by the
Department, including supervision of child welfare program staff or
contracts for operation, to the extent permitted by federal law.

(2) The department of social services shall be divested of administrative
authority for any component of théitd welfare program the Secretary
assums.

(3) The director of social services shall be divested of all service delivery
powers conferred upon the director 8yS.108A-14 and other applicable
State lawas it pertains to the services in question. Theebagr may assign
any of the powers and duties of the director of social services to the Director
of the Division of Social Services of the Department or a contractor, as the
Secretary deems necessary and appropriate to continue the provision of
services inthe county. If the director delegates any authority to staff
pursuant tdG.S.108A-14(b), delegated authority shall remain in effect until
the Secretary, or the Secretarydesignee, specifically revokes the
delegation.

(4) The Secretary shall direct angtersee the expenditure of all funding for the
administration of the components of the child welfare program assumed by
the Secretary.

(5) The department of social serviceshall not withdraw funds previously
obligated or appropriatedor child welfare program administrationand
services The department of social servicehall continue topaythe county
or reqgions nonfederal shardor the child welfare program services and
administration.

(6) The Secretary shall work with the department of social serticdsvelop a
plan for the department to resume child welfare program administration.

(7) The Secretary shall inform thappropriateboard or boardsof county
commissioners, the county managsr managersthe director of social
services, and the board ebcial services of key activities and ongoing
concerns during the temporary assumption of child welfare administration.
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(cl) Upon the Secretaly determination that theepartment ofocial services is able to
meet performanceequirements for child welfarprograms and that program administration
responsibilities should be restored to the department of social services, the Secretary shall
notify the board of county commissioners, the department of social sertheespunty
manager, and the board of sdcsrvices thathe temporary assumption of child welfare
program administrationwill be terminated and the effective date of the termination. Upon
termination, the department of social services shall restatiell authority to administer the
child welfae program.

applicable rules.

SECTION 11C.12(g) Subsection (p) of this section becomes effective six months
after all 100 counties in the State have implemented the child welfare component to the North
Carolina Familie Accessing Services through Technology (NC FAST) system.

CHILD WELL -BEING TRANSFORMATION COUNCIL
SECTION 11C.12(r) Chapter 143 of the General Statutes is amended by adding a
new Article to read:
"Article 82.
"Child Wel-Being TransformationCouncil
"8 143 775. Child Well-Being Transformation Council established membership;
qualifications; vacancies.

(a) Purpose Findings i The welfare of North Carolifé children is a priority. There
are many public and private agencies and organizations acroSsthdhat are involved with
promoting the welfare of children and protecting them from hatoh as those involvirchild
care, schools, health care providers, social services ageaonkgivenile justice programs.
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Though hese agencies and organizaoprovic important servicesthey often fail to
collaborate, coordinateand communicate about those services. A more systematic and
coordinated approach to services will help ensure thatSthie achieves the best possible
outcomes for children. Thewak, the General Assembly finds that it is essential that a single
body serve as means foicoordination, collaboration, and communication among agencies and
organizations involvea providing public services to children.

(b) Creation and Membershig. There is establised the North CarolinaChild
Well-Being TransformatiorCouncil (Council) The Council shall be located administratively in
the General Assembly. The Council shall consist ®irembers serving staggered terms. In
making appointments, eaclp@inting authority shall select members who have appropriate
experience and knowledge of the issues to be examined by tirciCand shall strive to
ensuremembers are appointed who represent gbegraphical political, genderand racial
diversity of this State The initial Caincil members shall be appointed on or aftdy Jdi) 2018,
as follows:

1) Four members shall be appointed by the General Assembly upon the
recommendation of the President Pro Tempore of the Senate. Of the
members appointed unddrig subdivision, one shall be member of the
Senatevho shall serve for a term of two yeaose shall be a representative
from the Administrative Office of the Courtsho shall serve for a term of
three yearsone shall be a representative from a childifare private
provider organization whehall serveor a termof two years and one shall
be a representative from the North Carolina Pediatric Society who shall
serve a ongear term.

(2) Four members shall be appointed by the General Assembly tipen
recommendation of the Speaker of the House of Representatives. Of the
members appointed under this subdivisione shall be anember of the
House of Representativeégo shall serve for a term of two yeaosie shall
be a representative frohe Departmenbf Public Instructionwho shall
serve for a term of three yeamne shallbe a representative from Indigent
Defense Setices who shall servidr aterm of two years, and one shall be a
representative of the Hospital Association who shall serve gesr¢erm.

3) Nine members shall be appointed by the Governor. Of the members
appointed under this subdivision, one shall be a representative tlfirom
Department of Health and Human Servidesjision of Child Development
and Early Educatigrwho shall servéor a term of three yearene shall be a
representative frorthe Department of Health and Human Servidesiision
of Social Serviceswvho shall serve for a term of three yeamse shall be a
representative fronthe Department of Public Safetfivision of Juvenile
Justice who shall serve for a term of two years, one shall be a representative
from the Department of Health and Human Services, Division of Mental
Health, Developmental Disabilities, and Substance Abuse Serwides,
shall serve for a term dhreeyears one shall be a representative frome
Guardian ad Litenprogramwho shall serve germ oftwo yeass, one shall
be a representative from Disability Right&C who shall servea oneyear
term,_one shall be a representative from a local manankeerity/managed
care organization (LME/MCQO) who shall serve a-gear termone shall be
a_representative from the Department of Health and Human Services,
Division of Public Health, with expertise in substance abuse disorders who
shall serve for a terrof two years, aneéne shall be a director of a county
department of social services who shall sereaeyear term.
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(©) Terms Vacancies i Upon the expiration of the terms of the initial Council
members, each member shall be appointed for a terfouofyears and shall serve until a
successor is appointed. No member may serve more than two consecutive full terms. A vacancy
shall be filled within 30 days by the authority making the initial appointment.

(d) Organizationi The Council shall elect from itsmembersip a chair and vicehair
to each serve ongear termsThe Cauncil shall meeton a quarterly basisach year upon the
call of the chair. A quorum of the @ocil is nine members. No action may be taken except by
a majority vote at a meeting at whia guorum is presenthe Open Meetings Law pursuant to
Article 33C of Chapter 143 of the General Statutes #HredPublic Records Act under Chapter
132 of the General Statutes shall apply to the Council.

(e Funding.i From funds available to the Genefedsembly, the Legislative Services
Commission shall allocate monies to fund the work of the Committee. Members of the
Committee shall receive subsistence and travel expenses as provi¢e8.i?0-3.1 and
G.S.1385.

) Staff. T The Leqgislative Service€ommission, through the Legislative Services
Officer, shall assign professional staff to assist then€il in its work. Upon the direction of
the Legislative Services Commission, the Director of Legislative Assistants of the Senate and
of the House of Repsentatives shall assign clerical staff to theur@@id. The expenses for
clerical employees shall be borne by theiGwl.

"8 143776. Powers and duties.

(@) Uponits establishmentthe Council shall direct its initial focus on the following
initiatives:

(1) Mapping the network of childerving agencies and organizations in the
State.

(2) Cataloging examples of failures in coordination, collaboration, and
communicatiorin the context of child protective services.

(3) Reviewng the work of bodies similaotthe Council operating in other states
to identify promising practices and focus areas for the Cdsingilrk.

(b) Beginning July 1, 2020, the Council shall focus on promoting coordination,
collaboration, and communication of ch#érving agencies invodd withthe child protective
services system. In addition, the Council shall do the following:

1) Monitor the process of regionalization

(2) Monitor the process of child welfare reform.

3) Recommend changes in law, policy, or practice necessary to yarapd in
coordination, collaboration, and communication between the new regional
social services departments and other agencies and organizations involved
with the same populations

(€) By 2022 and thereafterthe Council shall expanthe scope of its wrk to
encompass evaluation of chiddntered programs and services beyond the child protective
services system. The Council shall take appropriate steps to identify gaps in_coordination,
collaboration, and communication and recommend changes in law, ,policyractice
necessary to remedy remaining gaplse Councils authority extends to any publicilynded
program that serves children.

(d  The Council shallsubmit areport to the chairs of the Senate Appropriations
Committee on Health and Human Servicse chairs of the House of Representatives
Appropriations Committee on Health and Human Services, the Joint Legislative Oversight
Committee on Health and Human Services, and the Fiscal Research Division by June 30 of
each yearThe report shall include aismimary of the Councd work for the previous yeaany
findings and recommendatiof@ changeand awork plan for the upcoming year.

(e) The Council is authorized to accept gifts or grants from other sources to support
administration of the Councll.
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SECTION 11C.12(s) Of the funds appropriated in this act to the Department of
Health and Human Services, the sum of twelve thousand six hundred-moetjollars
($12,692) in nonrecurring funds for the 202@19 fiscal year shall be allocated to the
Legislative Services Commission for purposes of assisting the Child -Beail
Transformation Council established pursuant to subsection (r) of this section.

DRIVERS LICENSE PILO T PROJECT

SECTION 11C.12(t) The General Assembly recognizes that not having\edri
license is a barrier to education, employment, health care, and other combasaity/activities
for older youth in foster care, as defineddr5.131D-10.2(9), working toward independence.
One of the biggest barriers to accessing a drivers licemsai€h youth is the ability to obtain
insurance. Therefore, to assist in this effort, the Department of Health and Human Services,
Division of Social Services, shall establish a{year pilot program that shall reimburse, on a
first-come, firstserved bsis, youth and caregivérsosts associated with drivers license
education, drivers license fees, insurance costs, and any other costs associated with obtaining a
drivers license. The Division shall take appropriate steps to ensure proper advertisiag of th
pilot program.

The Division of Social Services shall report on the pilot project to the Joint Legislative

Oversight Committee on Health and Human Services by March 1, 2018.

SECTION 11C.12(u) Of the funds appropriated in this act to the Department of
Health and Human Services, Division of Social Services, the sum of sdentthousand
dollars ($75,000) for the 2012018 fiscal year and the sum of sevefinyg thousand dollars
($75,000) for the 2022019 fiscal year shall be used to conduct the pitojept established
pursuant to subsection (t) of this section.

PILOT WAIVER FOR IAF T FOSTER PARENTS

SECTION 11C.12(v) The General Assembly has determined that in an effort to
maximize funding, local management entities/managed care organizations (LN)SjMCe
utilizing Intensive Alternative Family Treatment (IAFT), which is a means of-efisttive,
specialized foster care treatment service that is being used for many youth who would have
previously been treated in Medicaid congregate care, such elsigisig residential treatment
facilities. The General Assembly finds that these higiesd youth are often (i) suspended or
expelled from school or day programs and (ii) require multiple appointments on a weekly basis
to address needs, such as therapgdioation management, and school individual education
plans (IEPs). Further, in accordance with rules, foster parents are required to maintain outside
employment while providing foster care, but the constant demands of meeting the needs of
these foster ydn often lead to disruption in placement as the foster parent is unable to meet
those needs while maintaining the pareatnployment obligations.

SECTION 11C.12(w) To that end, the Department of Health and Human Services,
Division of Social Services (Dision), shall establish a pilot program that will allow the
Division to waive the employment requirement for foster parents with children utilizing the
Intensive Alternative Family Treatment (IAFT). The Division shall solicit participation in the
pilot program from interested local management entities/managed care organizations
(LME/MCQOs). The participating LME/MCOs shall conduct comparison measures between
existing IAFT outcomes and those of pilots to determine any impact the waiver may have on
outside emloyment. LME/MCOs shall measure progress of the pilot waivers based on the
expectation of meeting the following outcomes:

Q) Improved placement stability with less than twenty percent (20%) of moves

of youth occurring due to therapeutic foster pareniest]
(2) Seventyfive percent (75%) of youth and families meeting their treatment
goals within the projected time frame.
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(3) No more than a ten percent (10%) increase in hitgvel hospital bed days.
SECTION 11C.12(x) LME/MCOs participating in the IAF pilot waiver program
shall provide a report on the outcomes of the pilots, along with any recommendations, to the
Division. The Division shall then submit a report on the pilot waiver program to the Joint
Legislative Oversight Committee on Health and HumnServices by December 1, 2018.

TERMINATION OF PAREN TAL RIGHTS/APPEALS
SECTION 11C.12(y) G.S.7B-1001, as amended by Section 4 of S.L. 2017
reads as rewritten:
"§ 7B-1001. Right to appeal.
€)) In a juvenile matter under this Subchapter, appealfofah order of the courr-a

fjavenile—mattershall be made directly to the Court Appeals—unless—otherwise
speecifiedAppeals.Only the following juvenile matters may be appealed:

é
)

€ A—party—who—is—a—ecustodian—or—guardian—shal—have—the—right to

An order entered unde6.S.7B-906.2(b) eliminating reunification, as

defined by G.S.7B-101(18b), as a permanent plary lkeither of the

following:
a. A parent who is a party and:
1. Has preserved the right to appeal the order in writing within
30 days after entry and service of the order
2. A terminaton of parental rights petition or motion has not

been filed within 65 days of entry and service of the order
3. A notice of appeal of the order eliminating reunification is
filed within 30 days after entry and service of the expiration
of the 65 days.
b. A party who is a guardian or custodian with whom reunification is
not a permanent plan.
6) Any-orderthatterminatesparental-rights—or-denies—a—petitioh-or-metion to
i i i Court.
(al) In a juvenie matter under this Subchapter, appeal of a final order of the court shall
be made directly to the Supreme Court in the following juvenile matters:
(1) Any order that terminageparental @hts or denies a petition oratmon to
terminate parental rights
(2) An_order eliminathg reunification as a permanent plan under
G.S.7B-906.2(b), if all of the following conditions are satisfied:
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a. The right to appeal the order eliminating reunification has been
preserved in writing within 30 days of entry and sex\w€ the order.
b. A motion or petition to terminate the parenights is filed within 65

days of entry and service of the order eliminating reunification and
both of the following occur

1. The motion or petition to terminate rights is heard and
granted
2. The order terminating parental rights is appealed in a proper
and timely manner.
C. A separate notice of appeal of the order eliminating reunification is

filed within 30 days after entry and service of a termination of
parental rights order.

(a2) In an appeal filed pursuant to giilsision (al)(2)of this sectionthe Supreme Court
shall review the order eliminating reunification together with an appeal of the order terminating
parental rights. If the order eliminatingeunification is vacated or reveesl, the order
terminating parental rights shall be vacated.

(b) Notice of appeal and notice to preserve the right to appeal shall be given in writing
by a proper party as defined GS.7B-1002 and shall be made within 30 days after entry and
service of he order in accordance wi.S.1A-1, Rule 58.

(c) Notice of appeal shall be signed by both the appealing party and counsel for the
appealing party, if any. In the case of an appeal by a juvenile, notice of appeal shall be signed
by the guardian ad litemttorney advocate.

TIME FRAME FOR LICEN SURE APPROVAL/FOSTER CARE
SECTION 11C.12(z) G.S.131D-10.3 is amended by adding a new subsection to
read:
"§ 131D10.3. Licensure required.
é
(d1) Notwithstanding any other provision of lavhhet Department shafirant or deny a
licenseto providefoster care or therapeutic foster care within three months tiredate of

application.
é .II

SECTION 11C.12(aa) The Department of Health and Human Services, Division
of Social Services, shall further examine the existime frames for processing foster care and
therapeutic foster care applications and determine methods to further reduce the time frames for
approving or denying applications for licensure.

TEMPORARY FINANCIAL ASSISTANCE FOR FACILITIES LICENSED TO
ACCEPT STATE-COUNTY SPECIAL ASSISTANCE

SECTION 11C.13(a) The following definitions apply in this section:

(2) Facility licensed to accept Sta@ounty Special Assistance payments or
facility. T Any residential care facility that is (i) licensed by the Depantme
of Health and Human Services and (ii) authorized to accept-Gtatety
Special Assistance payments from its residents.

(2)  StateCounty Special Assistancel The program authorized by
G.S.108A-40.

SECTION 11C.13(b) Nonrecurring funds appropriated ithis act to the
Department of Health and Human Services, Division of Social Services (DSS), for each year of
the 20172019 fiscal biennium for facilities licensed to accept S@teanty Special Assistance
payments shall be used to provide temporary fiilgrassistance in the form of a monthly
payment to these facilities on behalf of each resident who is a recipient eC8taty Special
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Assistance. The counties shall pay to the State fifty percent (50%) of the cost of providing these
monthly payments tthese facilities. The monthly payments provided by DSS to these facilities
shall be subject to all of the following requirements and limitations:

(1) The amount of the monthly payments authorized by this section is equal to
thirty-four dollars ($34.00) pemonth for each resident of the facility as of
the first day of the month who is a recipient of St@wmunty Special
Assistance.

(2) A facility that receives the monthly payments authorized by this section shall
not, under any circumstances, use thesengays for any purpose other than
to offset the cost of serving residents who are recipients of-Gtataty
Special Assistance.

(3) The DSS shall make monthly payments authorized by this section to a
facility on behalf of a resident only for the period eoencing July 1, 2017,
and ending June 30, 2019.

(4)  The DSS shall make monthly payments authorized by this section only to the
extent sufficient State and county funds allocated to the DSS for each year of
the 20172019 fiscal biennium are available forgipurpose.

(5) The DSS shall not make monthly payments authorized by this section to a
facility on behalf of a resident whose eligibility determination for
StateCounty Special Assistance is pending.

(6) The DSS shall terminate all monthly payments purstia this section on
the earlier of the following:

a. June 30, 2019.
b. Upon depletion of the State and county funds allocated to the DSS
for each year of the 20312019 fiscal year for this purpose.

SECTION 11C.13(c) Notwithstanding any provision of thiact or any other
provision of law to the contrary, the DSS shall not be required to provide any temporary
financial assistance to facilities beyond June 30, 2019, or upon depletion of the State and
county funds allocated to the DSS for each year of 0~2019 fiscal biennium for this
purpose, whichever is earlier.

SECTION 11C.13(d) If possible, the DSS shall use an existing mechanism to
administer these funds in the least restrictive manner that ensures compliance with this section
and timely and aegate payments to facilities. The DSS shall not, under any circumstances, use
any portion of the State and county funds allocated to the DSS for each year of k02917
fiscal biennium for the purpose of this section for any other purpose.

SECTION 11C.13.(e) Nothing in this section shall be construed as an obligation
by the General Assembly to appropriate funds for the purpose of this section, or as an
entitlement by any facility, resident of a facility, or other person to receive temporary financial
assistance under this section.

SECTION 11C.13(f) Of the funds appropriated in this act to the DSS for each
year of the 2012019 fiscal biennium for facilities licensed to accept S@aenty Special
Assistance payments, the DSS shall not use more tharhuwdred fifty thousand dollars
($250,000) in nonrecurring funds for each year of the ZWID fiscal biennium for
administrative purposes.

SECTION 11C.13(g) This section expires on June 30, 2019.

SUBPART XI-D. DIVISION OF AGING AND ADULT SERVICES

STATE-COUNTY SPECIAL ASSISTANCE
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SECTION 11D.1(a) For each year of the 202019 fiscal biennium, the
maximum monthly rate for residents in adult care home facilities shall be one thousand one
hundred eightytwo dollars ($1,182) per month per resident.

SECTION 11D.1(b) For each year of the 202019 fiscal biennium, hie
maximum monthly rate for residents in AlzheirsHdementia special care units shall be one
thousand five hundred fifteen dollars ($1,515) per month per resident.

ALIGNMENT OF STATE & FEDERAL AGING PLAN REPORTI NG DEADLINES

SECTION 11D.2 G.S.143B-181.1A reads as rewritten:

"§ 143B181.1A. Plan for serving older adults; inventory of existing data; cooperation by

State agencies.

(@  The Division ofAgirg;Aging and Adult Servicesf the Depatment of Health and
Human Services shall submit a regularly updated plan to the General AsserivaydiyJuly
1 of every other odshumbered year, beginning March 1, 1995. This plan shall include:

(1) A detailed analysis of the needs of older adults imttNGarolina, based on
existing available data, including demographic, geographic, health, social,
econemicakconomicand other pertinentdicatoersindicators.

(2) A clear statement of the goals of the Statengterm public policy on

(3) An analysis of services currently provided and an analysis of additional
servicesheeded:anteeded.

(4) Specific implementation recommendations on expansion and funding of
current and additional services ssehvicesservicelevels.

(b)  The Division ofAgingAging and Adult Servicesf the Department of Health and
HumanServieesServicesshall maintain an inventory of existing data sets regarding the elderly
in North Carolina, in order to ensure that adequate demographic, geographic, health, social,
econanic, and other pertinent indicators are available to generate its regularly updated Plan for
Serving Older Adults.

Upon request, the Divisioof Aging and Adult Serviceshall make information on these
data sets available within a reasonable time.

All State agencies and entities that possess data relating to the elderly, including the
Department ofHealth and Human Services' Divisiaf Health Servicesthe Division of
Administration and the Divisions of Public HealHtealth Service Regulation, atee-Bisien
of Social-Services;-and-the Department-of- Administrafionial Servicesf the Department of
Health and Human Serviceshall cooperate, upon request, with the Division of Agamgl
Adult Servicesn implementing this subsectidn.

SUBPART XI-E. DIVISION OF PUBLIC HEAL TH

FUNDS FOR SCHOOL NURSES

SECTION 11E.1 Part 1 of Article 1 of Chapter 130A of the General Statutes is
amended by adding a new section to read:
"8 130A-4.3. State funds for school nurses.

(a) The Department shaillse State funds gwopriated for the School Nurse Funding
Initiative to supplement and not supplant other State, local, or federal funds appropriated or
allocated for this purpos@he Department shall ensul&t @mmunities maintain their current
level of effort and fundig for school nurse§.hesefunds shall not be used to fund nurses for
State agencies. These funds shall be distributed to local health departments according to a
formula that includes all of the following:

Q) School nursdo-student ratio.
(2) Percentagef students eligible for free or reducpdce meals.

Pagel28 Senate Bill 257 S257PCS55078MLxfr-10 [v.5]



General Assembly Of North Carolina Session 2017

Percentage of children in poverty.
Per capita income.
Eligibility as a lowwealth county.
Mortality rates for children between one and 19 years of age.
Percentage of students withronic illnesses.
Percentage of county population consisting of minority persons.
(b)  The Division of Public Health shall ensure that school nurses funded with State
funds (i) do not assist in any instructional or administrative duties associated waitihods
curriculum and (ii) perform all of the following with respect to school health programs:

EREBER

(1) Serve as the coordinator of the health services program and provide nursing
care.

(2) Provide health education to students, staff, and parents.

3) Idertify health and safety concerns in the school environment and promote a
nurturing school environment.

4) Support healthy food services programs.

(5) Promote healthy physical education, sports policies, and practices.

(6) Provide health counseling, assessntal health needs, provide interventions,
and refer students to appropriate school staff or community agencies.

(7)  Promote community involvement in assuring a healthy school and serve as
school liaison to a health advisory committee.

(8) Provide healtleducation and counseling and promote healthy activities and
a healthy environment for school staff.

9 Be available to assist the county health department during a public health

emergency.

STRATEGIES FOR ADDRESSING STRUCTURAL BUDGET DEFICIT IN STATE
LAB ORATORY OF PUBLIC HE ALTH

SECTION 11E.2(a) By March 1, 2018, the Department of Health and Human
Services, Division of Public Health, shall review the current fee schedule for medical and
environmental services provided by the State Laboratory of PublttrHESLPH) and report
any recommended strategies for addressing its structural budget deficit. The report must
include at least all of the following:

(1) Recommendations on all of the following:

a. Any service the SLPH currently provides at no cost foictvhit
should begin charging a fee, along with recommendations for the
amount of each new fee sufficient to cover both the direct and
indirect costs of the service.

b. Implementation of a billing system for services provided by the
SLPH.
C. Strategies tomprove billing accuracy in order to increase the SksPH

Medicaid reimbursement rate.

d. The feasibility of modifying the Medicaid State Plan to allow the
SLPH to engage in cost settlement, similar to the approaches used by
local health departments.

(2) Identification of measures to ensure that local health departments collect and
report all data needed to ensure accurate and timely billing of SLPH
services.

3) Proposals on alternative funding options to support the operating costs of the
SLPH.

SECTION 11E2.(b) This section is effective when this act becomes law.
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LOCAL HEALTH DEPARTM ENTS/COMPETITIVE GRA NT PROCESS TO
IMPROVE MATERNAL AND CHILD HEALTH

SECTION 11E.3(a) Funds appropriated in this act to the Department of Health
and Human Services, Divisiaf Public Health, for each year of the 264719 fiscal biennium
to award competitive grants to local health departments for the improvement of maternal and
child health shall be used to continue administering a competitive grant process for local health
departments based on maternal and infant health indicators and the'sdetdyled proposal
to invest in evidencbased programs to achieve the following goals:

(2) Improve North Carolina birth outcomes.

(2) Improve the overall health status of childienthis State from birth to age

five.

3) Lower the Stats infant mortality rate.

SECTION 11E.3(b) The plan for administering the competitive grant process
shall include at least all of the following components:

(1) Arequest for application (RFA) press to allow local health departments to
apply for and receive State funds on a competitive basis. The Department
shall require local health departments to include inagh@ication a plan to
evaluate the effectiveness, including measurable impact coroat; of the
activities, services, and programs for which the funds are being requested.

(2)  Arequirement that the Secretary prioritize grant awards to those local health
departments that are able to leverage-8tate funds in addition to the grant
award

3) Ensures that funds received by the Department to implement the plan
supplement and do not supplant existing funds for maternal and child health
initiatives.

(4)  Allows grants to be awarded to local health departments for up to two years.

SECTION 11E3.(c) No later than July 1 of each year, as applicable, the Secretary
shall announce the recipients of the competitive grant awards and allocate funds to the grant
recipients for the respective grant period pursuant to the amounts designated undeosubsect
(a) of this section. After awards have been granted, the Secretary shall submit a report to the
Joint Legislative Oversight Committee on Health and Human Services on the grant awards that
includes at least all of the following:

(1) The identity and aref description of each grantee and each program or

initiative offered by the grantee.

(2)  The amount of funding awarded to each grantee.

(3) The number of persons served by each grantee, broken down by program or
initiative.

SECTION 11E.3(d) No later han December 1 of each fiscal year, each local
health department receiving funding pursuant to this section in the respective fiscal year shall
submit to the Division of Central Management and Support a written report of all activities
funded by State apppriations. The report shall include the following information about the
fiscal year preceding the year in which the report is due:

(1) A description of the types of programs, services, and activities funded by

State appropriations.

(2)  Statistical and deographical information on the number of persons served
by these programs, services, and activities, including the counties in which
services are provided.

3) Outcome measures that demonstrate the impact and effectiveness of the
programs, services, and &dies based on the evaluation protocols
developed by the Division, in collaboration with the University of North
Carolina Gillings School of Global Public Health, pursuant to Section
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12E.11(e) of S.L. 203241, and reported to the Joint Legislative Owgts
Committee on Health and Human Services on April 1, 2016.

(4) A detailed program budget and list of expenditures, including all positions
funded, matching expenditures, and funding sources.

LIMITATION ON USE OF STATE FUNDS

SECTION 11E.4 Of the fundsappropriated in this act to the Department of Health
and Human Services for the 202019 fiscal biennium, no State funds shall be allocated to any
provider that performs abortions. This section shall not be construed to prevent the Department
from payingany State Health Plan provider or Medicaid provider for services authorized under
the State Health Plan or the State Medicaid Program.

EVIDENCE -BASED DIABETES PREVENTION PROGRAM TO ELI MINATE
HEALTH DISPARITIES

SECTION 11E.5(a) The Department of Healthnd Human Services, Division of
Public Health, Office of Minority Health, shall continue to administer, in consultation with the
Chronic Disease and Injury Prevention Section, an evideased Diabetes Prevention
Program modeled after the program recomtieenby the National Institute of Diabetes and
Digestive and Kidney Diseases, targeting minority populations.

SECTION 11E.5(b) By December 1, 2017, and annually thereafter, the
Department of Health and Human Services shall report to the Joint Legisiatmmesight
Committee on Health and Human Services on the status, participant demographics, cost, and
outcomes of the Diabetes Prevention Program authorized by subsection (a) of this section.

IMPLEMENT THE FEDERA L ELEVATED BLOOD LEV EL STANDARD IN NORTH
CAROLINA
SECTION 11E.G(a) It is the intent of the State to protect young children from
being exposed to high levels of lead that can cause substantial harm to their normal
neurological development and to ensure important intervention services, includimgdequ
remediation of lead hazards, will be provided to children whose health is threatened by lead
exposure.
SECTION 11E.6(b) G.S.130A-131.7 reads as rewritten:
"8 130A-131.7. Definitions.
The following definitions apply in this Part:

é

(3) "Confirmed kad poisoning means a blood lead concentration 2810
micrograms per deciliter or greater determined by the lower of two
consecutive blood tests withirsa-menthl2-monthperiod.

e

(5) "Elevated blood lead leveimeans a blood lead concentration iéffive
micrograms per deciliter or greater determined by the lower of two
consecutive blood tests withirse-mentil2-monthperiod.

e .

SECTION 11E.6(c) G.S.130A-131.9Ga)reads as rewritten:

"(@) Upon determination that a child less than six years ef lamp a confirmed lead
poisoning of20-10 micrograms per deciliter or greater and that child resides in a residential
housing unit containing lead poisoning hazards, the Department shall require remediation of the
lead poisoning hazards. The Departmentlsdlao require remediation of the lead poisoning
hazards identified at the supplemental addresses of a child less than six years of age with a
confirmed lead poisoning @6-10 micrograms per deciliter or greater.

SECTION 11E.6(d) G.S.130A-131.9G reas as rewritten:
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"8 130A131.9G. Resident responsibilities.

In any residential housing unit occupied by a child less than six years of age who has an
elevated blood lead level aéb-five micrograms per deciliter or greater, the Department shall
advise, inwriting, the owner or managing agent and the &hipdirents or legal guardian of the
importance of carrying out routine cleaning activities in the units they occupy, own, or manage.
The cleaning activities shall include all of the following:

(1)  Wiping clean all windowsills with a damp cloth or sponge at least weekly.

(2) Regularly washing all surfaces accessible to children.

(3) In the case of a leased residential housing unit, identifying any deteriorated
paint in the unit and notifying the owner or mgimg agent of the conditions
within 72 hours of discovery.

4) Identifying and understanding potential lead poisoning hazards in the
environment of each child less than six years of age in the unit (including
toys, vinyl miniblinds, playground equipmentrinking water, soil, and
painted surfaces), and taking steps to prevent children from ingesting lead
such as encouraging children to wash their faces and hands frequently and
especially after playing outdoots.

AIDS DRUG ASSISTANCE PROGRAM

SECTION 11E.7. Part 1 of Article 1 of Chapter 130A of the General Statutes is
amended by adding a new section to read:
"8 130A-4.4. Funds for AIDS Drug Assistance Program.

The Department shall work with the Department of Public Safety to use Department of
Public Safetyfunds to purchase pharmaceuticals for the treatment of individuals in the custody
of the Department of Public Safetyho have been diagnosed with Human Immunodeficiency
Virus or Acquired Immune Deficiency Syndrome (HIV/AIDS) in a manner that allows these
funds to be accounted for as State matching funds in the Department of Health and Human
Services drawdown of federal Ryan White funds earmarked for the AIDS Drug Assistance
Programalso known as ADAP

STUDY USE OF AIDS DRUG ASSISTANCE PROGRAM (ADAP) FUNDS TO
PURCHASE HEALTH INSU RANCE

SECTION 11E.8(a) The Department of Health and Human Services, Division of
Public Health, shall study the feasibility of creating within the North Carolina AIDS Drug
Assistance Program (ADAP) a health insurance premiumtasses program that utilizes
federal funds from Part B of the Ryan White HIV/AIDS Program and ADAP funds to provide,
on a casdy-case basis, premium and cebaring assistance for the purchase or maintenance
of private health insurance coverage, includprgmiums, cepayments, and deductibles to
eligible beneficiaries with the highest emftpocket costs for health insurance premiums,
co-payments, and deductibles. In determining the feasibility of creating such a program, the
Department shall plan for fulcompliance with federal Health Resources and Services
Administration (HRSA) guidance, including the methodology used to do all of the following:

(1) Assess and compare the cost of providing prescription drugs to eligible
beneficiaries through the healihsurance premium assistance program
created pursuant to this section versus the existing ADAP program.

(2) Ensure that insurance premium assistance program funds are used solely to
pay for premium and cosharing assistance for the purchase or maintenanc
of private health insurance coverage that provides, at a minimum,
prescription coverage equivalent to the formulary available under Part B of
the Ryan White HIV/AIDS Program.
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(3) Limit the total annual amount of funds expended for the health insurance
premium assistance program authorized by this section to no more than the
total annual cost of maintaining the same individuals on the existing ADAP
program.

SECTION 11E.8(b) By March 1, 2018, the Department shall submit a report to
the Joint Legislative @ersight Committee on Health and Human Services and the Fiscal
Research Division on the feasibility and cost of operating the program described in subsection
(a) of this section, including any obstacles to implementation.

USE OF MODIFIED ADJUSTED GROSS INCOME (MAGI) FOR AIDS DRUG
ASSISTANCE PROGRAM (ADAP) ELIGIBILITY DE TERMINATIONS
SECTION 11E.9 Beginning January 1, 2018, the Department of Health and
Human Services shall implement the use of the Modified Adjusted Gross Income formula in
the calculation bincome for the purpose of determining eligibility for the AIDS Drug
Assistance Program in order to ensure consistency in the Depastmetitods of determining
eligibility for other benefit programs.

TRANSFER OF ON-SITE WATER PROTECTIO N BRANCH TO DEPARTMENT OF
ENVIRONMENTAL QUALIT Y & MODIFICATION OF BOARD OF
ENVIRONMENTAL HEALTH SPECIALIST EXAMINERS

SECTION 11E.1Q(a) The OnSite Water Protection Branch of the Environmental

Health Section of the Division of Public Health within the Department of HaalthHuman

Services is transferred to the Division of Water Resources within the Department of

Environmental Quality, by a Type | transfer, as define@i8.143A-6, where it will be known

as the OrSite Water Protection Section.

SECTION 11E.1Q(b) G.S.90A-51 reads as rewritten:

"8 90A-51. Definitions.

The words and phrases defined below shall when used in this Article have the following

meaning unless the context clearly indicates otherwise:
e
(2a) "Environmental health practitemeans the provision oénvironmental

health services, including administration, organization, management,
education, enforcement, and consultation regarding environmental health
services provided to or for the public. These services are offered to prevent
environmental hazardsnd promote and protect the health of the public in
the following areas: food, lodging, and institutional sanitation:;sita
wastewater treatment and disposal; public swimming pool sanitation;
childhood lead poisoning prevention; well permitting and in8pe; tattoo
parlor sanitation; and all other areas of environmental health requiring the
delegation of authority by the Division of Public Health of the Department
of Health and Human Services the OnSite Water Protection Section of
the Division of Waer Resources of the Department of Environmental
Qualityto State and local environmental health professionals to enforce rules
adopted by the Commission for PubkiealthHealth or the Environmental
Management Commissioithe definition also includes locanvironmental
health professionals enforcing rules of local boards of health fegiten
wastewater systems and wells.

é .II
SECTION 11E.1Q(c) G.S.90A-55 reads as rewritten:
"8 90A-55. State Board of Environmental Health Specialist Examiners; appointnm¢ and

term of office.
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(@) Board Membershipi. The Board shall consist é2nine members who shall serve
staggered terms: the SecretaryHdalth-and-Human-ServiceBnvironmental Qualityor the
Secretarys duly authorlzed representatlve one pubpmted citizen, ene—enw;enmental

representatlve of the D|V|S|on of Publlc Health of the Department of Health and Human
Services, angevensix practicing environmatal healthspeeialistsspecialists, including one
environmental sanitation educator from an accredited college or university and one local health
director, who qualify by education and experience for registration underAttisle—six—of
whem-Article. The six members who are practicing environmental health specishiats
represent the Western, Piedmont, and Eastern Regions of the State as described more
specifically in the rules adopted by the Board.

(b) Term of Office.i Each member of the State Bdaof Environmental Health
Specialist Examiners shall be appointed by the Governor for a term of four years. As the term
of each current member expires, the Governor shall appoint a successor in accordance with the
provisions of this section. If a vacancgcors on the Board for any other reason than the
expiration of a membkrterm, the Governor shall appoint a successor for the remainder of the
unexpired term. No person shall serve as a member of the Board for more than two consecutive
four-year terms.

(© The Environmental Health Section of the North Carolina Public Health Association,
Inc., shall submit a recommended list of Board member candidates to the Governor for the
Governols consideration in appointments, except forthe-representativeepreentativeof
the Department of Environmental Quality recommended by the Secretary of Environmental
Quality, the representative of the Division of Public Heatththe Department of Health and
Human Services recommended by the Secretary of Health and HienaeesServices and
the local health director recommended by the North Carolina Local Health Directors
Association.

(d) The Governor may remove an appointee member for misconduct in office,
incompetency, neglect of duty, or other sufficient cduse.

SECTION 11E.1Q(d) The terms of all members of the Board of Environmental
Health Specialist Examiners shall expire on July 31, 2017. A new Board of nine members shall
be appointed consistent with the requirements specifie@.8$190A-55(a), as amended by
sub®ction (c) of this section. Notwithstanding.S.90A-55(b), the initial term for the
following persons appointed to the Board of Environmental Health Specialist Examiners shall
be two years:

(1)  One publiespirited citizen.

(2)  One representative of the \Bion of Public Health of the Department of

Health and Human Services.

(3)  Three practicing environmental health specialists.

At the end of these initial twgear appointments, the term for their successors shall
be four years. The remaining members a Board shall be appointed for an initial term of
four years, and the term for their successors shall be four years. Initial terms shall begin on
August 1, 2017, and expire on July 31 of the year of expiration as set forth in this subsection.

SECTION 11E.10.(e) G.S.90A-71 reads as rewritten:

"8 90A-71. Definitions.
The following definitions apply in this Article:

e
(4) "Departmerit means the Department ofHealth—and—Human
ServiceEnvironmental Quality.

e."
SECTION 11E.1Q(f) G.S.90A-81(b) reads as ravtten:
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"(b) Arbitration.i The Board may establish a voluntary arbitration procedure to resolve
complaints concerning a certified contractor or inspector or any work performed by a certified
contractor or inspector, or conflicts involving any certifiechtcactor or inspector anthe
Division-of Public-Health-othe Department or a local health departnmient.

SECTION 11E.1Q(g) The following statutes are amended by deleting the
language"Articles 9 and 10 wherever it appears and substitutifyticles 9, D, and 11
G.S.130A-4(c), 130A17(b), 130A18(b), 130A19(b), 130A20(b), and 130A23(e).

SECTION 11E.1Q(h) G.S.130A-22(c) reads as rewritten:

"(c) The Secretarpf Environmental Qualitynay impose an administrative penalty on a
person who willfully volates Article 11 of this Chapter, rules adopted by the Commission
pursuant to Article 11 or any condition imposed upon a permit issued under Article 11. An
administrative penalty may not be imposed upon a person who establishes that neither the site
nor the system may be improved or a new system installed so as to comply with Article 11 of
this Chapter. Each day of a continuing violation shall constitute a separate violation. The
penalty shall not exceed fifty dollars ($50.00) per day in the case oftawedsr collection,
treatment and disposal system with a design daily flow of no more than 480 gallons or in the
case of any system serving a single-taraily dwelling. The penalty shall not exceed three
hundred dollars ($300.00) per day in the casewshstewater collection, treatment and disposal
system with a design daily flow of more than 480 gallons which does not serve a single
onefamily dwelling."

SECTION 11E.1Q(i) G.S.130A-24(e) reads as rewritten:

"(e) The appeals procedures enumerated mghction shall apply to appeals concerning
the enforcement of rules, the imposition of administrative penalties, or any other action taken
by the Department of Environmental Quality pursuaniiicles-8,-9,-10,-11and-12rticles
9, 10, and 1bf thisChapter:

SECTION 11E.10Q(j)) G.S.130A-34.1(a) reads as rewritten:

"(@) The Local Health Department Accreditation Board is established within the North
Carolina Institute for Public Health. The Board shall be composed of 17 members appointed by
the Secretry of the Department of Health and Human Services as follows:

(1) Four shall be county commissioners recommended by the North Carolina
Association of County Commissioners, and four shall be members of a local
board of health as recommended by the Associabf North Carolina
Boards of Health.

(2)  Three local health directors.

(3)  FhreeTwo staff members from the Division of Publitealth;Health of the
Department of Health and Human Services.

(3a) One staff member from tienvironmental Health Section die Division of
Public Health of the Department of Health and Human Services
recommended by the Secretary of Environmental Quality.

(4) Repealed by Session Laws 20145, s. 13.3(zz), effective July 1, 2011.

(5)  Three at largé.

SECTION 11E.1Q(k) G.S.130A-334 reads as rewritten:

"8 130A-334. Definitions.

The following definitions shall apply throughout this Article:

e

(1c) "Commissiofi means the Environmental Management Commission.

te)1d) "Constructioi means any work at the site of placement donetlie
purpose of preparing a residence, place of business or place of public
assembly for initial occupancy, or subsequent additions or modifications
which increase sewage flow.
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&d)1le) "Construction observatibn means the visual observation of the
constuction and installation of the wastewater system for general
conformance with the construction documents prepared by the professional
engineer who designed the wastewater system. Construction observation that
is conducted by the professional engineer wilesighed the wastewater
system does not include or waive the requirement to conduct special
inspections.

@e) 1f) "Conventional wastewater systénmhas the same meaning as in
G.S.130A-343.

@H(1qg) "Departmerit means the Department ofHealth—and—Human
ServeesEnvironmental Quality.

&g)X1h) "Engineered option permitmeans an ogite wastewater system that is
permitted pursuant to the rules adopted by the Commission in accordance
with this Article, meets the criteria established ®y5.130A-336.1, and is
designed by a professional engineer who is licensed under Chapter 89C of
the General Statutes who has expertise in the design-siteowastewater
systems.

&hY1i) "Ground absorption systénmeans a system of tanks, treatment units,
nitrification fields, and appurtenances for wastewater collection, treatment,
and subsurface disposal.

é
(10a) "Secretary means the Secretary of Health—and—Human
ServicesEnvironmental Quality.

é .II
SECTION 11E.10(l) G.S.130A-335(b) reads as rewritten:
"(b) AllwastewatelWastewatersystemgncluding all of the followingshall either{i}be
regulated by the Department under rules adopted b(}dmasrener—éu)—een#enm—mth—the
y the

(2) Wastewater coIIectron treatment, and disposal systems designed to
discharge effluent to thamd surface or surface waters.

(2) Wastewater systems designed for groundwater remediation, groundwater
injection, or landfill leachate collection and disposal.

(3) Wastewater systems designed for the complete recycle or reuse of industrial
process wastewer.

4) Gray water systems as defined3r5.143-350""

SECTION 11E.1Q(m) G.S.130A-335(h) reads as rewritten:

"(h) Except as provided in this subsection, a chemical or portable toilet may be placed at
any location where the chemical or portable todah be operated and maintained under
sanitary conditions. A chemical or portable toilet shall not be used as a replacement or
substitute for a water closet or urinal where a water closet or urinal connected to a permanent
wastewater treatment system isuiegd by the North Carolina State Building Code, except that
a chemical or portable toilet may be used to supplement a water closet or urinal during periods
of peak use. A chemical or portable toilet shall not be used as an alternative to the repair of a
water closet, urinal, or wastewater treatment system. It shall be unlawful to discharge sewage
or other waste from a chemical or portable toilet used for human waste except into a
wastewater system that has been approved by the Department under ruled agotbte
Commissiorer-by-the-Environmental-Management-Commissioat a site that is permitted by
the Department und€3.S.130A-291.1"

SECTION 11E.10(n) G.S.130A-336(d) reads as rewritten:
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"(d) If alocal health department repeatedly fails to issudeny improvement permits
for conventional or accepted septic tank systems within 60 days, or within 90 days for
provisional or innovative systems, after receiving completed applications for the permits, then
the Departmenbf-Health-and-Human-Servicesay withhold public health funding from that
local health departmefit.

SECTION 11E.1Q0(0) G.S.130A-336.1(r) reads as rewritten:

"(n Reportsr The Department shaII report to the Enwronmental Review Commission
and thed . vichsint Legislative
Oversight Commrttee on_Agriculture and Natural and Economlc Resoortesr before
January 1, 2017, and annually thereafter, on the implementation and effectiveness of this
section. For the report due onlmfore January 1, 2017, the Department shall specifically study
() whether the engineered option permit resulted in a reduction in the length of time
improvement permits or authorizations to construct are pending; (ii) whether the engineered
option permitresulted in increased system failures or other adverse impacts; (iii) if the
engineered option permit resulted in new or increased environmental or public health impacts;
(iv) an amount of errors and omissions insurance or other liability sufficientofaeriog
professional engineers, licensed soil scientists, licensed geologists, and contractors who employ
the engineered option permit; and (v) the fees charged by local health departments to
administer the engineered option permit pursuant to subsedatiomof(this section. The
Department may include recommendations, including any legislative proposals, in its reports to
the Commission and Committée.

SUBPART XI-F. DIVISION OF MH/DD/SAS AND STATE OPERATED
HEALTHCARE FACILITIE S

FUNDS FOR THE NORTH CAROLIN A CHILD TREATMENT PR OGRAM
SECTION 11F.1(a) The title to Part 4 of Article 3 of Chapter 143B of the General
Statutes reads as rewritten:
"Part 4. CommissionfeiMental Health, Developmental Disabilities, and Substance Abuse
Services.
SECTION 11F.1(b) Part 4 of Article 3 of Chapter 143B of the General Statutes is
amended by adding a new section to read:
"8§143B-150.1. Use of funds for North Carolina Child Treatment Program.

(a) Statefunds appropriated to the Department of Health and Human ServicésipBiv
of Mental Health, Developmental Disabilities, and Substance Abuse Services, for the North
Carolina Child Treatment Program shall be useclusivelyfor the following purposes:

(1) To continue to provide clinical training and coaching to licensedc@ins
on an array of evidendeased treatments and to provide a statewide platform
to assure accountability amteasurabl®utcomes.

(2) To maintain and manage a public roster of program graduates, linking
high-quality clinicians with children, familiesnd professionals.

(3) To partner with leadership within the Statdocal management
entities/managed care organizations as defined5.i8.122G3, and the
private sectorto bring effective _mental health treatment to children in
juvenile justice and menthealth facilities.

(b) All data, including any entered or stored in the Statwled secure database
developed for the North Carolina Child Treatment Program to track indivieel and
aggregatdevel data with interface capability to work with exmsti networks within State
agencies, is and remaitie sole property of the Stdte.

SINGLE-STREAM FUNDING FOR M H/DD/SAS COMMUNITY S ERVICES
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SECTION 11F.2(a) For the purpose of mitigating cash flow problems that many
local management entities/managed carganizations (LME/MCOs) experience at the
beginning of each fiscal year relative to singleeam funding, the Department of Health and
Human Services, Division of Mental Health, Developmental Disabilities, and Substance Abuse
Services (DMH/DD/SAS), shatlistribute not less than otteelfth of each LME/MC( base
budget allocation at the beginning of the fiscal year and subtract the amount of that distribution
from the LME/MCOs total reimbursements for the fiscal year. For each month of the fiscal
year dter July, the DMH/DD/SAS shall distribute, on the third working day of the month,
oneeleventh of the amount of each LME/MGGsinglestream allocation that remains after
subtracting the amount of the distribution that was made to the LME/MCO in Juig &c¢al
year.

SECTION 11F.2(b) The DMH/DD/SAS is directed to reduce its allocation for
singlestream funding by thirtgix million seven hundred eighfiwe thousand nine hundred
thirty-one dollars ($36,785,931) in recurring funds and by thwiy million six hundred
fifty -seven thousand nine hundred sevesgtyen dollars ($32,657,977) in nonrecurring funds
for the 20172018 fiscal year and by sixgeven million seven hundred thirteen thousand nine
hundred sixtysix dollars ($67,713,966) in recurrinfyinds and thirtythree million seven
hundred sixtysix thousand six hundred fiffyve dollars ($33,76655) in nonrecurring funds
for the 20182019 fiscal year.

The DMH/DD/SAS shall allocate these recurring and nonrecurring reductions for
singlestrean funding among the LME/MCOs as follows:

FY 2017-2018 FY 20182019
Alliance Behavioral Healthcare
Recurring
Nonrecurring

($9,997,565)
($5,245,815)

($18,403,089)
($5,423,901)

Cardinal Innovations Healthcare
Recurring
Nonrearring

($9,137,138)
($8,409,102)

($16,819,252)
($8,694,575)

Eastminte
Recurring
Nonrecurring

($2,870,008)
($3,357,933)

($5,282,988)
($3,471,929)

Partners Behavioral Health Management
Recurring
Nonrecurring

($2,519,629)
($3,895,112)

($4,638,025)
($4,027,344)

Sandhills Center
Recurring
Nonrecurring

($9,117,470)
($5,238,820)

($16,783,049)
($5,416,668)

Trillium Health Resources

Recurring
Nonrecurring

Vaya Health
Recurring
Nonrecurring

TOTALS
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($1,449,436)
($3,152,839)

($1,694,685)
($3,358,356)

($2,668,060)
($3,259,872)

($3,119,503)
($3,472,366)
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Recurring ($36,785,931)  ($67,713,966)
Nonrecurring ($32,657,977)  ($33,766,655)

By March 1, 2018, the Secretary of Health and Human Services shall submit to the
Joint Legislative Oversight Committee on Health and Human Services afdisttal Research
Division a proposal for any adjustments to the specified recurring reductions among the
LME/MCOs for future fiscal years. The proposal must include a detailed explanation
supporting any proposed changes.

During each year of the 202019fiscal biennium, each LME/MCO shall offer at
least the same level of service utilization as during the-2015 fiscal year.

SECTION 11F.2(c) The Department of Health and Human Services shall continue
to use the monthly reporting package submitted &y tME/MCOs to the Department, as
modified pursuant to Section 12F.2(c) of S.L. 2%, to include revenues and expenditures
for the State funding sources for singleeam, intellectual and developmental disability, and
substance abuse services on Sclee@®2. Additionally, the Department shall continue to use
appropriate schedules in the LME/MCO monthly reporting package, as modified pursuant to
Section 12F.2(c) of S.L. 20441, to include unduplicated recipients and encounters in the
same level of detlaincluded in each D schedule for each source of funding for the reporting for
the current and previous y&amonth and yeao-date periods. The Department shall continue
to submit these reports to the Joint Legislative Oversight Committee on Healtduamah
Services and the Fiscal Research Division by the third Monday of each month.

SECTION 11F.2(d) If, on or after June 1, 2018, the Office of State Budget and
Management (OSBM) certifies a Medicaid budget surplus in funds 1310 and 1311 and
sufficientcash in Budget Code 14445 to meet total obligations for the-2018 fiscal year,
then the Department of Health and Human Services, Division of Medical Assistance (DMA),
may transfer to th®MH/DD/SAS funds not to exceed the amount of the certified ssrplu
thirty million dollars ($30,000,000), whichever is less, to offset the reduction in sitrglem
funding required by this section.

If, on or after June 1, 2019, the OSBM certifies a Medicaid budget surplus in funds
1310 and 1311 and sufficient cashBudget Code 14445 to meet total obligations for fiscal
year 2018019, then the DMA may transfer to tBMH/DD/SAS funds not to exceed the
amount of the certified surplus or thirty million dollars ($30,000,000), whichever is less, to
offset the reductiom singlestream funding required by this section.

The DMH/DD/SAS shall allocate funds transferred pursuant to this subsection
among the LME/MCOs based on the individual LME/ME@ercentage of nonrecurring
reductions in singlstream funding for the fis¢ year, as required by subsection (b) of this
section. These funds shall be allocated as prescribed by June 30 of each State fiscal year.

SECTION 11F.2(e) The Department of Health and Human Services shall develop
a maintenance of effort (MOE) spendiregjuirement for all mental health and substance abuse
services which must be maintained using nonfederal, State appropriations on an annual basis in
order to meet MOE requirements for federal block grant awards. LME/MCOs shall ensure the
MOE spending requament is met using State appropriations.

SECTION 11F.2(f) Beginning July 1, 2017, and quarterly thereafter, the Secretary
of Health and Human Services shall evaluate the financial position of each LME/MCO relative
to the solvency standards to be devetbpg the Department and included in the statewide
Strategic Plan for Behavioral Health Services pursuant to Section 12F.10(b)(4) of S14942016
(approved solvency standards).

If, at any time, the Secretary determines an LME/MCO is at risk of failing
financially in the ensuing tw«year period, based on the approved solvency standards, the
Secretary shall immediately meet with that LME/MCO for the purpose of evaluating the
reasons for the LME/MC® vulnerable financial position, including reasons attribetdbl
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trends in performance management and utilization of services. Within 30 days after meeting
with an LME/MCO pursuant to this section, the Secretary shall submit a written report of its
evaluation to the LME/MCO. By October 1, 2017, the Secretary shiathit an initial report to

the Joint Legislative Oversight Committee on Health and Human Services and the Fiscal
Research Division on each LME/MCO determined to be at risk of failing financially,
identifying the reasons for each LME/M@&Qulnerable finacial position.

Within 45 days after receiving the Secretamgeport, the LME/MCO shall develop
and submit to the Secretary, in writing, a proposed plan of corrective action with specific
initiatives and actions to be implemented by the LME/MCO in ordebriog its financial
position into compliance with the approved solvency standards, along with a projected time line
for completing each identified initiative or action and a deadline for achieving full compliance
with the approved solvency standards. Anmimum, the proposed plan of corrective action
shall address (i) rates paid to the LME/MCO and its providers for services, contracts, and
administrative costs; (ii) utilization of services; (iii) management of the operations of the
LME/MCO; and (iv) financial risk to the State.

Within 14 days after receiving the LME/MCproposed plan of corrective action,
the Secretary shall make any changes to the proposed plan of corrective action it deems
necessary for the LME/MCO to bring its financial position iotanpliance with the approved
solvency standards and submit a final, Secreappyroved plan of corrective action to the
LME/MCO, the Joint Legislative Oversight Committee on Health and Human Services, and the
Fiscal Research Division.

The LME/MCO shall shmit monthly reports to the Secretary on its progress under
the final, Secretargpproved plan of corrective action. The Secretary shall submit monthly
reports to the Joint Legislative Oversight Committee on Health and Human Services and the
Fiscal Resealt Division evaluating the LME/MC® progress under the final,
Secretaryapproved plan of corrective action, identifying any variance from the corrective plan
of action that could be an obstacle to the LME/MCO achieving full compliance with the
approved saolency standards by the deadline included in the final, Secrapgmnpved
corrective plan of action.

FUNDS FOR LOCAL INPATIENT PSYCHIATRIC BE DS OR BED DAYS

SECTION 11F.3(a) Use of Fundsi Of the funds appropriated to the Department
of Health and Humarservices, Division of Mental Health, Developmental Disabilities, and
Substance Abuse Services, for crisis services, the sum of-éfgtty million eight hundred
fifty -one thousand six hundred foiffiyur dollars ($38,851,644) in recurring funds and two
million five hundred thousand dollars ($2,500,000) in nonrecurring funds for the22087
fiscal year and the sum of thirgight million eight hundred fifyone thousand six hundred
forty-four dollars ($38,851,644) in recurring funds and two million fivendred thousand
dollars ($2,500,000) in nonrecurring funds for the 20089 fiscal year shall be used to
purchase additional new or existing local inpatient psychiatric beds or bed days not currently
funded by or though LME/MCOs. The Department shall cw#ito implement a twbered
system of payment for purchasing these local inpatient psychiatric beds or bed days based on
acuity level with an enhanced rate of payment for inpatient psychiatric beds or bed days for
individuals with higher acuity levels,sadefined by the Department. The enhanced rate of
payment for inpatient psychiatric beds or bed days for individuals with higher acuity levels
shall not exceed the lowest average cost per patient bed day among the State psychiatric
hospitals. In additiomat the discretion of the Secretary of Health and Human Services, existing
funds allocated to LME/MCOs for communibased mental health, developmental disabilities,
and substance abuse services may be used to purchase additional local inpatient psychiatric
beds or bed days. Funds designated in this subsection for the purchase of local inpatient
psychiatric beds or bed days shall not be used to supplant other funds appropriated or otherwise
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available to the Department for the purchase of inpatient psychsatices through contracts
with local hospitals.

SECTION 11F.3(b) Distribution and Management of Beds or Bed Déay&xcept
as provided in this subsection, the Department shall work to ensure that any local inpatient
psychiatric beds or bed days purséd in accordance with this section are utilized solely for
individuals who are medically indigent, as defined in this subsection. In addition, the
Department shall work to ensure that any local inpatient psychiatric beds or bed days purchased
in accordane with this section are distributed across the State in LME/MCO catchment areas
and according to need as determined by the Department. The Department shall ensure that beds
or bed days for individuals with higher acuity levels are distributed across atee iStLME
catchment areas, including any catchment areas served by managed care organizations, and
according to greatest need based on hospital bed utilization data. The Department shall enter
into contracts with LME/MCOs and local hospitals for the managnt of these beds or bed
days. The Department shall work to ensure that these contracts are awarded equitably around
all regions of the State. LME/MCOs shall manage and control these local inpatient psychiatric
beds or bed days, including the determmainf the specific local hospital or State psychiatric
hospital to which an individual should be admitted pursuant to an involuntary commitment
order.

The Department may use up to ten percent (10%) of the funds allocated in this

section for each year ofél20172019 fiscal biennium to pay for faciltyased crisis services

and nonrhospital detoxification services for individuals in need of these services, regardless if
the individuals are medically indigerdefined as uninsured persons who (i) are firahci

unable to obtain private insurance coverage as determined by the Department and (ii) are not
eligible for governmentunded health coverage such as Medicare or Medicaid.

SECTION 11F.3(c) Funds to Be Held in Statewide Reserfiv&unds appropriated

to the Department for the purchase of local inpatient psychiatric beds or bed days shall not be
allocated to LME/MCOs but shall be held in a statewide reserve at the Division of Mental
Health, Developmental Disabilities, and Substance Abuse Services toopagervices
authorized by the LME/MCOs and billed by the hospitals through the LME/MCOs.
LME/MCOs shall remit claims for payment to the Department within 15 working days after
receipt of a clean claim from the hospital and shall pay the hospital withimoB8ng days

after receipt of payment from the Department.

SECTION 11F.3(d) Ineffective LME/MCO Management of Beds or Bed Dadlys.

If the Department determines that (i) an LME/MCO is not effectively managing the beds or bed
days for which it has responsity, as evidenced by beds or bed days in the local hospital not
being utilized while demand for services at the State psychiatric hospitals has not decreased, or
(i) the LME/MCO has failed to comply with the prompt payment provisions of subsection (c)

of this section, the Department may contract with another LME/MCO to manage the beds or
bed days or, notwithstanding any other provision of law to the contrary, may pay the hospital
directly.

SECTION 11F.3(e) Reporting by LME/MCOsi The Department shadistablish

reporting requirements for LME/MCOs regarding the utilization of these beds or bed days.

SECTION 11F.3(f) Reporting by Departmeni. By no later than December 1,

2018, and by no later than December 1, 2019, the Department shall report tanthe Jo
Legislative Oversight Committee on Health and Human Services and the Fiscal Research
Division on all of the following:

(1) A uniform system for beds or bed days purchased during the preceding fiscal
year from (i) funds appropriated in this act that designated for this
purpose in subsection (a) of this section, (ii) existing State appropriations,
and (iii) local funds.
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(2)

3)

(4)

(5)

An explanation of the process used by the Department to ensure that, except
as otherwise provided in subsection (a) of this sactiocal inpatient
psychiatric beds or bed days purchased in accordance with this section are
utilized solely for individuals who are medically indigent, along with the
number of medically indigent individuals served by the purchase of these
beds or bedalys

The amount of funds used to pay facility-based crisis services, along with

the number of individuals who received these services and the outcomes for
each individual.

The amount of funds used to pay for Auorspital detoxification services
along with the number of individuals who received these services and the
outcomes for each individual.

Other Department initiatives funded by State appropriations to reduce State
psychiatric hospital use.

USE OF FUNDS TO PURGHASE INPATIENT ALCOH OL AND SUBSTANCE USE
DISORDER TREATMENT S ERVICES
SECTION 11F.4 Section 12F.12(b) of S.L. 204541 reads as rewritten:
"SECTION 12F.12.(b) From funds appropriategh-this—actto the Department of Health
and Human Services, Division of Mental Health, Develeptal Disabilities, and Substance
Abuse Services, to be allocated to LME/MCOs for the purchase of inpatient alcohol and
substance abuse treatment services, the LME/MCOs shall use their respective fund allocations
for individuals within their respective @diment areas as follows:
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(1)

(2)

(2a)

During the 20158016 fiscal year, a minimum of one hundred percent
(100%) of the allocation shall be used exclusively to purchase inpatient
alcohol and substance abuse treatment services from the ADATCs.

During the 20162017 fiscal year, a minimum of ninety percent (90%) of the
allocation shall be used exclusively to purchase inpatient alcohol and
substance abuse treatment services from the ADATCs. The LME/MCOs
shall use the remaining ten percent (10%) of their respeclveatibns to
purchase inpatient alcohol and substance abuse treatment services from any
gualified provider.

During the 20172018 fiscal year, a minimum of eigh$yx percent (86%) of

3)

the allocation shall be used exclusively to purchase inpatient chlemid
substance abuse treatment services from the ADATCs in twdacrease

the availability ofservicesthrough the ADATCgo individuals in need of
inpatient opioid treatmentThe LME/MCOs shall use any remaining
allocations to purchase inpatient dlob and substance abuse treatment
services from any qualified provider.

In subsequent fiscal years, thminimum required percentage of the
allocation that shall be used exclusively to purchase inpatient alcohol and
substance abuse treatment servicesafthe ADATCs shall decrease by ten
percentage points each fiscal year after26#6-201720172018fiscal year

until it reaches zero percent (0%). Timnimum requiredoercentage of the
allocation remaining that shall be used to purchase inpatient aleoidol
substance abuse treatment services from any qualified provider shall
increase by ten percentage points each fiscal year after the
2016201720172018 fiscal year until it reaches one hundred percent
(100%). As used in this subdivision, theninimum regired percentage
means the percentage calculated pursuant to this subsecttbmot a
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percentagdased orthe actualamountof funds expended by tHeepartment
during thatfiscal year'

PURCHASE OF ADDITION AL PSYCHIATRIC AND F ACILITY -BASED CRISIS
BEDS WITH DOROTHEA DIX HOS PITAL PROPERTY FUNDS

SECTION 11F.5.(a) It is the intent of the General Assembly to increase inpatient
behavioral health bed capacity in rural areas of the State with the highest need. Toward that
end, of the funds appropriated from herothea Dix Hospital Property Fund established under
G.S.143G9-2(b1) to the Department of Health and Human Services, Division of Mental
Health, Developmental Disabilities, and Substance Abuse Services, for th @R Tiscal
year:

(1)  The sum of upd one million eight hundred thousand dollars ($1,800,000) in
nonrecurring funds shall be used to pay for any renovation or building costs
associated with the construction of new licensed inpatient behavioral health
beds at the Dix Crisis Intervention Cemnite Onslow County.

(2)  The remaining sum of at leastx million two hundred thousand dollars
($6,200,000) in nonrecurring funds shall be used to pay for any renovation
or building costs associated with the following:

a. Theconstruction of new licensedpatient behavioral health beds.

b. The conversion of existing inpatient acute care beds into licensed
inpatient behavioral health beds.

C. A combination of subdivision (1) of this subsection and this
subdivision.

SECTION 11F.5.(b) The Secretary shall st hospitals in the three State regions
for institutional services (Eastern Region, Central Region, and Western Region) to receive
funds allocated under subdivision (2) of subsection (a) of this section for the construction,
conversion, or both of inpatie behavioral health beds in rural areas of the State.
Notwithstanding the State Medical Facilities Plan, Article 9 of Chapter 131E of the General
Statutes, or any other provision of law to the cowgiraeach facilitythat receives funds
allocated under dasection (a) of this section shall be allowed to construct new or convert
unused acute care beds into licensed, inpatient behavioral health beds without undergoing
certificate of need review by the Division of Health Service Regulation. All newly coredruct
or converted beds shall be subject to existing licensure laws and requirements. As a condition
of receiving these funds, each selected rural hospital shall reserve at least fifty percent (50%) of
the constructed or converted beds for (i) purchase by Department under the
Stateadministered, threway contract and (ii) referrals by local management entities/managed
care organizations (LME/MCOs) of individuals who are indigent or Medicaid recipients. Any
hospital unit or other location with inpatienthasrioral health beds constructed or converted
with funds allocated under subsection (a) of this section shall be named in honor of Dorothea
Dix.

SECTION 11F.5.(c) Beginning November 1, 2018, the Department of Health and
Human Services shall annually repty the Joint Legislative Oversight Committee on Health
and Human Services and the Fiscal Research Division on the number and location of additional
licensed inpatient behavioral health beds brought into operation with funds allocated under
subsection (adf this section. By December 1, 2020, the Department shall submit a report that
includes a proposal for funding the recurring operating costs of these additional beds from a
source or sources other than the Dorothea Dix Hospital Property Funds, incthding
identification of potential new funding sources.

SECTION 11F.5.(d) It is the intent of the General Assembly to continue to
increase the number of facilityased crisis centers in North Carolina for children and
adolescents. Toward that end, of thedsimappropriated from the Dorothea Dix Hospital
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Property Fund established underS.143G9-2(b1) to the Department of Health and Human
Services, Division of Mental Health, Developmental Disabilities, and Substance Abuse
Services, for the 2012018 fiscal yar, the sum of two million dollars ($2,000,000) in
nonrecurring funds shall be used to award grants on a competitive basis for the establishment of
up to two new facilitypased crisis centers in the State for children and adolescents. The
Department shalestablish a process for applying for these grants, criteria for evaluating
applications, and a process for allocating grants.

SECTION 11F.5.(e) Any funds allocated to the Department of Health and Human
Services, Division of Mental Health, Developmentaisdbilities, and Substance Abuse
Services, from the Dorothea Dix Hospital Property Fund established Gn8et43G9-2(b1)
pursuant to Section 12F.4 of S.L. 2034 for the 201&017 fiscal year that are not expended
or encumbered as of June 30, 2017]Isleanain in the Dorothea Dix Hospital and Property
Fund.

SECTION 11F.5.(f) Any funds allocated to the Department of Health and Human
Services, Division of Mental Health, Developmental Disabilities, and Substance Abuse
Services, from the Dorothea Dix Hagh Property Fund established undelS.143G9-2(b1)
pursuant to this section for the 202318 fiscal year that are not expended or encumbered as of
June 30, 2019, shall remamthe Dorothea & HospitalProperty Fund.

ADDITIONS TO THE STR ATEGIC PLAN FOR IMPROVEMENT OF BEHAVIORAL

HEALTH SERVICES

SECTION 11F.6(a) Section 12F.10(b) of S.L. 204%4 reads as rewritten:

"SECTION 12F.10.(b) By January 1, 2018, the Department of Health and Human
Services shall develop and submit to the Joint Legigdfiversight Committee on Health and
Human Services, the Joint Legislative Oversight Committee on Medicaid and NC Health
Choice, and the Fiscal Research Division a strategic statewide plan to improve the efficiency
and effectiveness of Statended behavi@l health servicesln developing the plan, the
Department shall review and considés pastand currentstudies and associatedeports
relating to behavioral health servicestire State The plan shall include at least all of the
following:

é

(5)  Any othereempenerntomponent, study, or report thtae Department deems
necessary to achieve the goal of improving the effective and efficient
delivery and coordination of publicly funded behavioral health services
across the State.

SECTION 11F.6(b) Secton 12F.10 of S.L. 20164 is amended by adding a new

subsection to read:

"SECTION 12F.10(b1) In the development of the strategic statewide plan, required under
subsection (b) of this section, the Department of Health and Human Services shall consider
policy issues pertaining to the delivery of services for people with intellectual and
developmental disabilities. Consideration shall be given to all of the following:

(1) The causes and potential solutions for the growing waitlist for NC
Innovations Waiver Ists. Potential solutions to be studied include the
following:

Increasing the funding for the 1915(c) Innovations Waiver to result

in more individuals served.

b. Creating new support waiver slots as recommended in the March
2015"Study Additional 1915(cWaivet' report from the Department
of Health and Human Services, Division of Medical Assistance, to
the Joint Leqislative Oversight Committem Health and Human
Services.

|
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C. Utilizing a 1915(i) waiver option and exploring how the 1115 waiver
required fo Medicaid transformation may assist in addressing
current waitlist for services.

(2) Issues surrounding singitream funding and how singd#ream funding is
used to support services for people with intellectual and developmental
disabilities.

3) Multiple federal mandates that will directly impact current services and
supports for people with intellectual and developmental disabilities,
including Home and Commun#igased Services changes, the Work Force
Innovations and Opportunities Act, and changes usdetion 14(c) of the
federal Fair Labor Standards Act.

(4) The coverage of services for the treatment of autism, including any State
Plan amendment needed to address guidance issued by the Centers for
Medicare and Medicaid Services.

MENTAL HEALTH/SUBST ANCE USE DISORDER CENTRAL ASSESSMENT AND
NAVIGATION SYSTEM PI LOT PROGRAM

SECTION 11F.7.(a) Pilot Program Creatiori. Of the funds appropriated in this
act to the Department of Health and Human Services, Division of Mental Health,
Developmental Disabilitg and Substance Abuse Services, the sum of two hundred fifty
thousand dollars ($250,000) in nonrecurring funds for the -2018 fiscal year and the sum of
two hundred fifty thousand dollars ($250,000) in nonrecurring funds for the- 2B fiscal
year $all be used to oversee, in consultation with the local management entity/managed care
organization (LME/MCO) responsible for the management and provision of mental health,
developmental disabilities, and substance use disorder services in New Hanowgrudoen
the 1915(b)/(c) Medicaid Waiver, the establishment of a\ear pilot program to focus on
assessing and navigating individuals seeking mental health or substance use disorder services,
or both, to appropriate communibased services or other comnity resources in order to
reduce the utilization of hospital emergency department services for mental health and
substance use disorder services.

SECTION 11F.7.(b) Program Design and Location.The pilot program shall be
conducted at New Hanover Rega Medical Center (NHRMC) and at Wellness City, operated
by Recovery Innovations, Inc., by a thygerson centralized team. The thymsrson team shall
consist of the following individuals:

(1) A masteis level, fully licensed clinician to perform compesisive clinical
assessments of NHRMC patients and other New Hanover County residents
exhibiting symptoms of mental illness or substance use disorder who are
referred to the pilot program.

(2) A qualified professional to assist patients, particularly thegth a
completed comprehensive clinical assessment, with identifying and
accessing appropriate commuriitgised services or other community
resources.

(3) A North Carolina certified peer support specialist, with specialized training
and personal experiende successfully managing his or her own serious
mental illness or substance use disorder, to provide peer support services,
including encouraging patients to take personal responsibility for managing
their condition, assisting patients in establishing rredual roles in society,
and providing patients with transportation to and from appointments.

SECTION 11F.7.(c) Reports.i By July 1, 2018, the LME/MCO responsible for
the management and provision of mental health, developmental disabilities, and substanc
abuse services in New Hanover County, in collaboration with New Hanover Regional Medical
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Center and Recovery Innovations, Inc., shall submit an interim report on the effectiveness of
the pilot program to the Department of Health and Human ServicesjddidEMental Health,
Developmental Disabilities, and Substance Abuse Services (Division). By Ot{d#t8, the
Division shall submit an interim report on the effectiveness of the program and the costs
associated with administering the programthiie Joint Legislative Oversight Committee on
Health and Human Services and the Fiscal Research Division.

By July 1, 2019, the LME/MCO responsible for the management and provision of
mental health, developmental disabilities, and substance abuse servidé=syi Hanover
County, in collaboration with New Hanover Regional Medical Center and Recovery
Innovations, Inc., shall submit a final report of the program to the Division. By October 1,
2019, the Division shall then submit a final report of the prograrth@oJoint Legislative
Oversight Committee on Health and Human Services and the Fiscal Research Division. The
report shall include the Divisi®recommendations with respect to sustaining or expanding the
program.

TRAUMATIC BRAIN INJU RY FUNDING

SECTION 11F.8. Of the funds appropriated in this act to the Department of Health
and Human Services, Division of Mental Health, Developmental Disabilities, and Substance
Abuse Services, the sum of two million three hundred sextengy thousand eightix dollars
($2,373,086) for the 2017018 fiscal year and the sum of two million three hundred
seventythree thousand eightsix dollars ($2,373,086) for the 202819 fiscal year shall be
used exclusively to support traumatic brain injury (TBI) services as follows:

(1) The sum of three hundred fiftyine thousand two hundred eighteen dollars
($359,218) shall be used to fund contracts with the Brain Injury Association
of North Carolina, Carolinas Rehabilitation, or other appropriate service
providers.

(2) The sum of sven hundred ninetgix thousand nine hundred thitgur
dollars ($796,934) shall be used to support residential programs across the
State that are specifically designed to serve individuals with TBI.

(3) The sum of one million two hundred sixteen thowsamine hundred
thirty-four dollars ($1,216,934) shall be used to support requests submitted
by individual consumers for assistance with residential support services,
home modifications, transportation, and other requests deemed necessary by
the consuméslocal management entity and primary care physician.

ADULT AND PEDIATRIC TRAUMATIC BRAIN INJU RY PILOT PROGRAM

SECTION 11F.9(a) Of the funds appropriated to the Department of Health and
Human Services, Division of Mental Health, Developmental Disabilitied Substance Abuse
Services, the sum of one hundred fifty thousand dollars ($150,000) in nonrecurring funds for
the 20172018 fiscal year and the sum of three hundred thousand dollars ($300,000) in
nonrecurring funds for the 204819 fiscal year shalbe used to develop and implement an
adult and pediatric traumatic brain injury pilot program. The purpose of the pilot program is to
increase compliance with internationally approved eviddrased treatment guidelines for
severe adult and pediatric traumebrain injury in order to reduce patient mortality, improve
patient level of recovery, and reduce lelegm care costs.

SECTION 11F.9(b) The Department of Health and Human Services shall
establish up to three program sites to implement the adultedidtpc traumatic brain injury
pilot program authorized by this section, all of which shall be trauma hospitals. Each program
site shall be awarded up to one hundred thousand dollars ($100,000) for the development and
implementation of an interactive qugl assessment and quality assurance clinical decision
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support tool to provide redime, evidencéased medical care guidance for intensive care unit
patients with severe adult or pediatric traumatic brain injury.

SECTION 11F.9(c) The Department of Hetll and Human Services shall contract
with a private entity to assist participating trauma hospitals in implementing the tool described
in subsection (b) of this section. In providing such implementation assistance, the private entity
shall utilize the tremnent guidelines and practice recommendations that have been peer
reviewed and approved by the American Association of Neurological Surgeons and are
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recognized as the current standard of care for individuals with severe traumatic brain injury.
SECTION 11F9.(d) By February 1, 2018, the Department of Health and Human
Services shall submit a progress report on the development and implementation of the pilot
program authorized by this section to the Joint Legislative Oversight Committee on Health and
Human Sevices and the Fiscal Research Division.
SECTION 11F.9(e) By January 7, 2019, the Department of Health and Human
Services shall submit a final report of the pilot program authorized by this section to the Joint
Legislative Oversight Committee on HealthdaHuman Services and the Fiscal Research
Division. At a minimum, the final report shall include all of the following:
(1) The number and outcome of patients served at each program site, broken
down by patient age and county of origin.
(2) A breakdown of gpenditures at each program site by type of service.
(2)  An estimate of the cost to expand the program incrementally and statewide.
(3) An estimate of any potential savings of State funds associated with
expansion of the program.
4) If expansion of the mgram is recommended, a time line for expanding the
program.

EXPANSION AND RENAMI NG OF PRESCRIPTION DRUG ABUSE ADVISORY

COMMITTEE

SECTION 11F.1Q Subsections (m) through (q) of Section 12F.16 of S.L.
2015241 are codified a6.S.90-113.75A and read aswritten:
"8 90-113.75A. Opioid _and Prescription Drug Abuse Advisory Committee; statewide
strategic plan.

(@) There is hereby created th®pioid and Prescription Drug Abuse Advisory
Committee, to be housed in and staffed by Erepartment-of-Health—and-lhan-Services
BHHS)Department.The Committee shall develop and, through its members, implement a
statewide strategic plan to combat the problenomibid andprescription drug abuse. The
Committee shall include representatives from the following, as agelany other persons
designated by the Secretary of Health and Human Services:

(1) TheDepartmeris Division of MedicalAssistance-BDHHAssistance.

(2)  The Departmers Division of Mental Health, Developmental Disabilities,
and Substance AbuServices BIHS.Services.

(3) TheDepartmeris Division of PublicHealth,-BHHSHealth.

(4) The Rural Health Section of tH2epartmeris Division of Public Health,
DBHHS Health.

(4a) The Divisiors of Adult Correction and Juvenile Justice of the Department of
Public Saféy.

(5) The State Bureau of Investigation.

(6) The Attorney General Office.

(7) The following health care regulatory boards with oversight of prescribers
and dispensers @pioids and otheprescription drugs:
a. North Carolina Board of Dental Examiners.
b. North Carolina Board of Nursing.
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C. North Carolina Board of Podiatry Examiners.
d. North Carolina Medical Board.
e. North Carolina Board of Pharmacy.

(8) The UNC Injury Prevention Research Center.

(9) The substance abuse treatment community.

(10) Govemnors Institute on Substance Abuse, Inc.

(11) The Department of Insurarisalrug takeback program.
After developing the strategic plan, the Committee shall be the'sSsagering committee to
monitor achievement of strategic objectives and receive negefmorts on progress made
10 toward reducingpioid andprescription drug abuse in North Carolina.
11 (b) In developing the statewide strategic plan to combat the probleapioid and
12  prescription drug abuse, ti@pioid andPrescription Drug Abuse Advisory Caonittee shall, at
13 a minimum, complete the following steps:
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14 (2) Identify a mission and vision for North Carolimasystem to reduce and
15 preventopioid andprescription drug abuse.

16 (2) Scan the internal and external environment for the systetnengths,
17 wegknesses, opportunities, and challenges (a SWOC analysis).

18 3) Compare threats and opportunities to the systaimility to meet challenges
19 and seize opportunities (a GAP analysis).

20 (4) Identify strategic issues based on SWOC and GAP analyses.

21 (5)  Formulatestrategies and resources for addressing these issues.

22 (c) The strategic plan for reducingpioid andprescription drug abuse shall include

23 three to five strategic goals that are outcesmented and measureable. Each goal must be
24  connected with objectivesipported by the following five mechanisms of the system:

25 (1) Oversight and regulation of prescribers and dispensers by State health care
26 regulatory boards.

27 (2)  Operation of the Controlled Substances Reporting System.

28 (3)  Operation of the Medicaid loeik program to review behavior of patients

29 with high use of prescribed controlled substances.

30 (4) Enforcement of State laws for the misuse and diversion of controlled
31 substances.

32 (5)  Any other appropriate mechanism identified by the Committee.

33 (d) BHHS;-The Department,in consultation with theDpioid andPrescription Drug

34 Abuse Advisory Committee, shall develop and implement a formalized performance
35 management system that connects the goals and objectives identified in the statewide strategic
36 plan to operatiom of the Controlled Substances Reporting System and Medicaidinlock

37 program, law enforcement activities, and oversight of prescribers and dispensers. The
38 performance management system must be designed to monitor progress toward achieving goals
39 and objectres and must recommend actions to be taken when performance falls short.

40 (e) Beginning on December 1, 2016, and annually thereditdilS-the Department

41  shall submit an annual report on the performance of North Casobyatem for monitoring

42  opioid andprescription drug abuse to the Joint Legislative Oversight Committee on Health and
43 HumanServices-andervicesthe Joint Legislative Oversight Committee on Justice and Public

44  SafetySafety, and the Fiscal Research Divislon.

45

46 STUDY CONTINUING EDU CATION FOR HEALTH CARE PROVIDER S LICENSED

a7 TO PRESCRIBE CONTROLLED SUBSTANCES

48 SECTION 11F.11(a) By December 1, 2017, the North Carolina Area Health

49 Education Centers Program is encouraged to report to the Joint Legislative Oversight
50 Committee on Health and Humanr@ees and the Fiscal Research Division on the feasibility
51 of providing a continuing education course for health care providers licensed to prescribe
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controlled substances in this State. The course shall include instruction on at least all of the
following:

Q) Controlled substance prescribing practices.

(2) Controlled substance prescribing for chronic pain management.

(3) Misuse and abuse of controlled substances.

SECTION 11F.11(b) This section is effective when this act becomes law.

CLOSURE OF WRIGHT SCHOOL

SECTION 11F.12(a) The Department of Health and Human Services shall not
allow any new admissions or readmissions to the Wright School after June 30, 2017. The
Department shall, in consultation with local management entities/managed care orgasjizatio
develop a plan to transition all students enrolled at the Wright School to other appropriate
educational and treatment settings.

SECTION 11F.12(b) By September 30, 2017, the Department shall permanently
cease operations at the Wright School.

SECTION 11F.12(c) G.S.122G181(a)(5)b. is repealed effective October 1, 2017.

BROUGHTON HOSPITAL L ITIGATION COSTS RELA TED TO CONSTRUCTION
DELAYS

SECTION 11F.13 Funds appropriated in this act to the Department of Health and
Human Services, Division of Mentblealth, Developmental Disabilities, and Substance Abuse
Services, for Broughton Hospital, in the sum of three million five hundred thousand dollars
($3,500,000) in nonrecurring funds for each year of the 2P fiscal biennium shall be
used to offset th following costs arising from delays in the construction of the new Broughton
Hospital:

(1) Litigation costs resulting from anticipated or pending litigation against
private third parties. The Secretary of the Department of Health and Human
Services mayatain private legal counsel to represent the interetsteo$tate
in such litigation, as provided i6.S.147-17(c1), as amended by this act,
andG.S.114-2.3(d), as amended by this act.

(2) Costs related to design changes, technology changes, contiseied the
existing hospital, staffing, and other costs directly related to the delays in
construction.

3) Costs to equip the new hospital.

(4)  Administrative costs.

SUBPART XI-G. DIVISION OF HEALT H SERVICE REGULATION

FUNDS TO CONTINUE NEW HANOVER REGION AL EMERGENCY MEDICAL

SERVICES COMMUNITY P ARAMEDICINE PILOT PR OGRAM

SECTION 11G.1(a) Of the funds appropriated in this act to the Department of

Health and Human Services, Division of Health Service Regulation, the sum of two hundred
ten thousand dollars$210,000) in nonrecurring funds for the 2€A018 fiscal year and the
sum of two hundred ten thousand dollars ($210,000) in nonrecurring funds for th@@®L.8
fiscal year shall be used to continue the community paramedicine pilot program site at New
Hanover Regional Emergency Medical Services. The focus of this community paramedicine
pilot program site shall continue to be expansion of the role of paramedics to allow for
communitybased initiatives that result in providing care that avoids nonemergeercgfus
emergency rooms and 911 services and avoidance of unnecessary admissions into health care
facilities.
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SECTION 11G.1(b) The participation requirements, objectives, standards, and
required outcomes for the New Hanover Regional Emergency Medical &epilot program
site shall remain the same as established pursuant to Section 12A.12 of SL2420HE5
amended by Section 12A.3 of S.L. 2694.

SECTION 11G.1(c) By November 1, 2019, the Department of Health and Human
Services shall submit an updatezport of the New Hanover Regional Emergency Medical
Services community paramedicine pilot program site to the Joint Legislative Oversight
Committee on Health and Human Services and the Fiscal Research Division.

FACILITIES INCLUDED UNDER SINGLE HOSPITAL LICENSE
SECTION 11G.2(a) G.S.131E77(el) reads as rewritten:

"(el) Any license issued by the Department shall include dablities,—premises,
buildings—outpatient-clinics,—and-otherlocatidasilities (i) operated by the hospital within a
single ounty and (||) operated by the hospltal in an |mmed|ately adjoining county; provided,
however, tha fiacifities
operated by a hosp|tal in an |mmed|ately adjomlng county shaII onipdbeded within the
same hospital license if the applicant hospital demonstrates all of the following to the
satisfaction of the Department:

(1) There was previously only one hospital licensed by the Departevent
providing inpatient services in the immatkly adjoining county.

(2) The licensedinpatient-hospital in the immediately adjoining county
described in subdivision (1) of this subsection closed or otherwise ceased
providing hospitalservices to patients no more than three years prior to the

date he applicant hospital first applied to licensefagility,—premises,
building—eutpatient-elinie,-or-ecatiofacility in such immediately adjoining

county.

If the Department approvean—appheama hosplta1s initial initial request to include within its
hospital 4 [
license a facilityin an |mmed|ately adjomlng county, then any otldeggna%ed—faeﬂmes
premises-buildings,—outpatient-clinics,-or-otherlocatinospital serviesthereafter developed
and operated by the applicant in such immediately adjoining county in accordance with
applicable law may also be included within and covered by the license issued to the applicant
by the Departmerit.

SECTION 11G.2(b) This sectioris effective when this act becomes law.

MORATORIUM ON SPECIA L CARE UNIT LICENSES
SECTION 11G.3(a) For the period beginning July 1, 2017, and ending June 30,
2019, the Department of Health and Human Services, Division of Health Service Regulation,
shall not issue any licenses for special care units as define&.$1131D-4.6 and
G.S.131E114. This prohibition shall not restrict the Department of Health and Human
Services from doing any of the following:
Q) Issuing a license to a facility that is aagug an existing special care unit.
(2) Issuing a license for a special care unit in any area of the State upon a
determination by the Secretary of the Department of Health and Human
Services that increased access to this type of care is necessaryarethat
during the moratorium imposed by this section.
3) Processing all completed applications for special care unit licenses received
by the Division of Health Service Regulation along with the applicable
license fee prior to June 1, 2013.
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4) Issuing a Icense to a facility that was in possession of a certificate of need as
of July 31, 2013, that included authorization to operate special care unit
beds.

SECTION 11G.3(b) The Department of Health and Human Services shall submit

a report to the Joint Legative Oversight Committee on Health and Human Services and the
Fiscal Research Division by March 1, 2019, containing at least the following information:

(1) The number of licensed special care units in the State.

(2)  The capacity of the currently licensedecial care units to serve people in
need of their services.

(3) The anticipated growth in the number of people who will need the services
of a licensed special care unit.

(4) The number of applications received from special care units seeking
licensure a permitted by this section and the number of those applications
that were not approved.

SECTION 11G.3(c) This section becomes effective July 1, 2017.

CERTIFICATE OF NEED EXEMPTIONS

SECTION 11G.4(a) G.S.131E175 is amended by adding new subdivisitms

read:

"(13) That ophthalmologists providing ocular surgical procedures in unlicensed
settings should be given an opportunity to obtain a license to provide those
services to ensure the eifof patients and the provision of quality care.

(14) That demad for ocular surgical procedures is increaging to the growth
of the elderly population anstientific and technologicaldvancemestthat
have increased the safety and efficactheseprocedures

SECTION 11G.4(b) G.S.131E176 reads as rewritten:

"§ 131E176. Definitions.
As used in this Article, unless the context clearly requires otherwise, the following terms
have the meanings specified:

(2) "Bed capacity means space used exclusively for inpatient care, including
space designed or remodeldor licensed inpatient beds even though
temporarily not used for such purposes. The number of beds to be counted in
any patient room shall be the maximum number for which adequate square
footage is provided as established by rules of the Department ekeg¢pt
single beds in single rooms are counted even if the room contains inadequate
square footage. The terthed capacityalso refers to the number of dialysis
stations in kidney disease treatment centers, including freestanding dialysis
units. The term"bed capacity does not include space used gssgchiatric
facility or hospice inpatient facility.

(9b) "Health service facility means a hospital; loAgrm care hospital;
psyehiatricfaceilityrehabilitation facility; nursing home facility; adult care
home; kidney disease treatment center, including freestanding hemodialysis
units; intermediate care facility for the mentally retarded; home health
agency office; chemical dependency treatment facility; diagnostic center;
hespice—officehospice—inpatientfacilityy,—hospice office or hospice
residential care facility; and ambulatory surgical facility.

(9c) "Health service facility bédmeans a bed licensed for use in a health service

facility in the categories of (i) acute care beds; gychiatric-beds:Hp-
rehabilitation bedsfiv}(iii) nursing home bedsii(iv) intermediate care
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beds for the mentally retarde@d)(v) chemical dependency treatment beds;
{vi-heospice-inpatientfacility-beds:—{wi{yi) hospice residential care facility
beds; {)}(vii) adult care home beds; ar)(viii) longterm care hospital
beds.

(13b) "Hospice inpatient facilitymeans a freestanding licensed hospice facility or
a designated inpatient unit in an existing health service facility which
provides palliative and supptive medical and other health services to meet
the physical, psychological, social, spiritual, and special needs of terminally

ill patlents and thelr famllles in an inpatient settﬂﬁg}r—pwpeses—ef—thls

e
(16) "New institutional health servicemeans any of the following:
e
n. The construction, development or other establishment hadspice,
hospice-inpatientfaciityhospiceor hospice residential care fatyl
0. The opening of an additional office by an existing home health
agency othespieehospice, not including a hospice inpatient facility,
within its service area as defined by rules adopted by the
Department; or the opening of any office by an existiome health
agency othespieehospice, not including a hospice inpatient facility,
outside its service area as defined by rules adopted by the
Department.
e

(17¢) "Ocular surgcal proceduré meansa surgical procedurperformedby an
ophthalmologist licesed to practice in this State the eye or its adnexa
includingrefractive surgerycataract surgeryndglaucoma surgery

(17d) "Ocularsurgicalprocedure roothmeans a room usdxry an ophthalmologist
licensed to practice in this Stafier the performace ofan ocular surgical
procedurehat (i) requires local, regionalor general anesthesia and a period
of less than 24 hours opostoperative observatiorfor diagnostic or
therapeutic purposeand (ii) daes not constitute an ambulatory surgical
programas defined in subdivision (1c) of this section

6
SECTION 11G.4(c) G.S.131E178 reads as rewritten:

"§ 131E178. Activities requiring certificate of needneed; limited exemption for
gastrointestinal endoscopyroceduresand ocular surgical procedures.

(@ No person shall offer or develop a new institutional health service without first
obtaining a certificate of need from tBepartmentprovided,-however-Department, except
as provided in subsections (al) and (a2) of this section.

(al) No personwho provides gastrointestinal endoscopy procedures in one or more
gastrointestinal endoscopy rooms located in a nonlicensed setting, shall be required to obtain a
certificate of need to license that setting as an ambulatory surgical facility with thiegexist
number of gastrointestinal endoscopy rooms, providhedithat the person meets all of the
following criteria:

Q) The license application is postmarked for delivery to the Division of Health
Service Regulation by December 28962006.
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(2) The appliant verifies, by affidavit submitted to the Division of Health
Service Regulation within 60 days of the effective date of this act, that the
facility is in operation as of the effective date of this act or that the
completed application for the building npat for the facility was submitted
by the effective date of thastact.

(3) The facility has been accredited by The Accreditation Association for
Ambulatory Health Care, The Joint Commission on Accreditation of
Healthcare Organizations, or The Ameridsssociation for Accreditation of
Ambulatory Surgical Facilities by the time the license application is
postmarked for delivery to the Division of Health Service Regulation of the
Departmentaridepartment.

(4)  The license application includes a commitmamd plan for serving indigent
and medically underserved populations.

All other persons proposing to obtain a license to establish an
ambulatory surgical facility for the provision of gastrointestinal endoscopy
procedures shall be required to obtain a fieste of need. The annual State
Medical Facilities Plan shall not include policies or need determinations that
limit the number of gastrointestinal endoscopy rooms that may be approved.

(a2) No ophthalmologistvho providesocularsurgcal proceduresn one or moreocular
surgical procedure rooms located in a nonlicensed setting shall be required to obtain a
certificate of need to license that setting as an ambulatory surgical facility with the existing
number ofocular surgical procedure roonmovided that the ophthalmologisineets all of the
following criteria

(1) The license application is postmarked for delivery to the Division of Health
Service Requlation by December 31120

(2) The applicant verifies, by affidavit submitted to the Division of Iteal
Service Reqgulation within 60 dagsterthe effective date of this act, that the
facility is in operation as of the effective date of this act or that the
completed application for the building permit for the facility was submitted
by the effective datef thisact.

(3) The facility has been accredited lige Accreditation Association for
Ambulatory Health Carethe Joint Commission on Accreditation of
Healthcare Organizations, tite American Association for Accreditation of
Ambulatory Surgical Faciligs by the time the license application is
postmarked for delivery to the Division of Health Service Reqgulation of the
Department

(4) The license application includes a commitmémtand plan for serving
indigent and medically underserved populations.

All_otherpersongroposing to obtain a license to establish an ambulatory surgical facility for
the provision obcular surgical procedureshall be required to obtain a certificate of need. The
annual State Medical Facilities Plan shall not include polmigseed determinations that limit
the number obcular surgicaproceduregooms that may be approved.

e ."

SECTION 11G.4(d) G.S.131E184 is amended by adding new subsections to
read:

"() The Department shall exempt from certificate of need rewigsv canstruction,
developmentacquisition,or establishment odin ambulatory surgical facilifyprovided all of
the following criteria are met

(1) If the applicantseeking this exemptiois a physician or group of physicians
licensed to practice in this Stateder Chapter 90 of the General Statutes,
the applicantshall make every effort to enter intoa joint venturefor the
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construction, developmendcquisition,or establishment of the ambulatory
surgical facilitywith an acute care or critical access hodpligensed under
Chapter 131E of the General Statutes thamdarestin proximity to the
proposed ambulatory surgicalfacility. If the physician or group of
physicians and theearest acute care or critical acclegspital are unable to
reach agreement oa joint venturefor the construction, development, or
establishment of an ambulatory surgical facilityen thephysician or group
of physiciansshall provide written notification ofthis inability to reach
agreement to the Departmenri forms and in thenanner prescribed by the
Department. Upon receipt of written confirmation from the Department that
the exemption authorized by this section appliesagicantmay proceed
with constructing, developing, acquiring, or establishing #mebulatory
surgicd facility.

(20 The ambulatory surgical facility mugtave an agreement with a hospital
within a reasonable distance frotine facility, or the medical staff at the
ambulatory surgical facility must havédospital privileges or other
documented arrangememsth a hospitalthat aredeemedsufficient by the
Departmentto _ensure tht inpatient _hospital services will be available to
addressany medical complicationshat requirea patient of the ambulatory
surgical facility to be admitted to a hospifat inpaient care.

(3) The ambulatory surgicafacility must have the capability tammediately
transfer a patiento a hospitalwith adequate emergency room services and
that iswithin a reasonable distance from the facility

(4) The ambulatory surgical facilitynust comply with all requirements te
Ambulatory Surgical Facility Licensure Aset forthin Part 4 ofArticle 6 of
Chapter 131E of the General Statyiesluding the licensure requirements
specified inG.S.131E147.

()] The Department shall exemptoin certificate of need reviewhe following
activitiesby a communityhospital with 20Gcute cardeds offeweras of December 31, 2016

(1) Thedevelopmenbf a new institutional health service.

(2) The construction development, or other establishmerit & new ealth
service facility or aportion thereof.

(3) The acquisition of major medical equipmeniagnetic resonance imaging
equipmenta lithotripter, omlinear acceleratgr

SECTION 11G.4(e) This section becomes effective October 1, 2017. Any

psychiatric facility or hospice inpatient facility which had operated under a certificate of need
prior to the effective date of this act shall be exempt from certificate of need review after the
effective date of this act.

REPEAL OF CERTIFICAT E OF NEED LAW S
SECTION 11G.5(a) G.S.6-19.1(a) reads as rewritten:

"(@) In any civil action, other than an adjudication for the purpose of establishing or
fixing a rate, or a disciplinary action by a licensing board, brought by the State or brought by a
party who iscontesting State action pursuant &S.150B43 or any other appropriate
provisions of law, unless the prevailing party is the State, the court may, in its discretion, allow
the prevailing party to recover reasonable attdmiges, including attorn&yfees applicable to
the administrative review portion of the case, in contested cases arising under Article 3 of
Chapter 150B, to be taxed as court costs against the appropriate agency if:

(1) The court finds that the agency acted without substantial ipagidn in
pressing its claim against the party; and
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(2)  The court finds that there are no special circumstances that would make the
award of attorneg fees unjust. The party shall petition for the attomes
within 30 days following final dispositio of the case. The petition shall be
supported by an affldaV|t setting forth the ba5|s for the request.

Nothing in this section grants permission to bring an action against an agency otherwise
immune from suit or gives a right to bring an action to a party who otherwise lacks standing to
bring the action.

Any attorneys fees assessed against an agency under this section shall be charged against
the operating expenses of the agency and shall not be reimbursed from any othér source.

SECTION 11G.5(b) Subsection (a) of this section applies dontested cases
arising on or after January 1, 2025.
SECTION 11G.5(c) G.S.5850-61(a) reads as rewritten:

"(a) Definitions.T As used in this section, iB.5.58-50-62, and in Part 4 of this Article,

the term:

(8) "Health care providérmeans any pepon who is licensed, registered, or
certified under Chapter 90 of the General Statutes or the laws of another
state to provide health care services in the ordinary care of business or
practice or a profession or in an approved education or training prpgram
health care facility as defined &-S—3131E=176(9b)this sectionor the laws
of another state to operate as a health care facility; or a pharmacy.

(9a) "Health service facility means a hospital; lorgrm care hospital;
psychiatric facility; rehaltitation facility; nursing home facility; adult care
home; kidney disease treatment center, including freestanding hemodialysis
units; intermediate care facility for the mentally retarded; home health
agency office; chemical dependency treatment faciliiggnostic center;
hospice office, hospice inpatient facility, and hospice residential care
facility; and ambulatory surgical facility.

e "
SECTION 11G.5(d) G.S.5855-35(a) reads as rewritten:

"(a) Whenever longerm care insurance provides coveragetlierfacilities, services, or
physical or mental conditions listed below, unless otherwise defined in the policy and
certificate, and approved by the Commissioner, such facilities, services, or conditions are
defined as follows:

e

(10) "Hospicé¢ shall-be dfined—in—accordance—with—the terms—of-G.S.
131E176(13ayneans any coordinated program of home care with provision
for inpatient care for terminally ill patients and their families. This care is
provided by a medically directed interdisciplinary team aliyeor through
an agreement under the direction of an identifiable hospice administration. A
hospice program of care provides palliative and supportive medical and
other health services to meet the physical, psychological, social, spiritual,
and special eeds of patients and their families, which are experienced
during the final stages of terminal illness and during dying and bereavement.

(11) “Intermediate care facility for the mentally retartdeshallbe—defired—in

accordance-with-the-terms—of G-S—131EB(14a)yneans facilities licensed
pursuant to Article 2 of Chapter 122C of the General Statutes for the purpose
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of providing health and habilitative services based on the developmental
model and principles of normalization for persons with mental retardat
autism, cerebral palsy, epilepsy, or related conditions.

é .II
SECTION 11G.5(e) G.S.113A-12(3)e. reads as rewritten:
"e. A health care facility financed pursuant to Chapter 131A of the

Generalstatutes-or-receiving-a-certificate-of need-under-Articld

Chapter131E-of the-Genefatlatutes.
SECTION 11G.5(f) G.S.122G23.1(e) reads as rewritten:

"(e) As used in this sectioriresidential treatment facilitymeans d'residential facility

as defined in and licensed under tlEhapter—butneot—subje-to—Certificate—of Need
requirements under Article 9 of Chapter 131E of the General St@ibtgser’

SECTION 11G.5(g) G.S.131E13(a)(1) reads as rewritten:

"(1) The corporation shall continue to provide the same or similar clinical
hospital servicego its patients in medicaurgery, obstetrics, pediatrics,
outpatient and emergency treatment, including emergency services for the
indigent, that the hospital facility provided prior to the lease, sale, or
conveyance. These services may be termlnatelgl ap prescribedby

procedure deS|gned to guarantee public participation pursuant to rules
adopted by the Sestary of the Department of Health and Human Services.
SECTION 11G.5(h) G.S.131E136(4) reads as rewritten:
"(4) "Home health agentymeans a home care agency which is certified to
receive Medicare and Medicaid reimbursement for providing nursing care,
therapy, medical social services, and home health aide services on a

parttime, intermittentbasis-as-set-outin-G-S—131E6(12),—and-is-thereby

also subject to Article 9 of Chapter 13b&sis'!
SECTION 11G.5(i)) G.S.14819.1 reads as rewritten:

"§ 148-19.1. Exemption fromlicensure-and-certificate-of-needicensure.

&) Inpatient chemical dependency or substance abuse facilities that provide services
exclusively to inmates of the Division of Adult Correction of the Department of Public Safety
shall @ exempt from licensure by the Department of Health and Human Services under
Chapter 122C of the General Statutes. If an inpatient chemical dependency or substance abuse
facility provides services both to inmates of the Division of Adult Correction dDépartment
of Public Safety and to members of the general public, the portion of the facility that serves
inmates shall be exempt from licensure.

y-or-substance
ofPublic
e-facility for

, a New

enless—the—emepepepeha%epﬁpst—ebtams—a—eem#iea%e—eﬁheed
SECTION 11G.5() Article 9 of Chapter 131E of the General Statutes,

G.S.130A-45.02(i), 143B1292, 150B2(8a)k., and 15081.1(6) are repealed.

SECTION 11G.5(k) By April 1, 2018, the Department of Health and Human
Services, Division of Health Service Regulation, shall identify and report to the Joint
Legislative Oversight Committee on Health and Human Services and the Fiscal Research
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Division any health service fdities or activities that should be exempt from certificate of need
review under Article 9 of Chapter 131E of the General Statutes prior to January 1, 2025.

SECTION 11G.5(1) Subsection (k) of this section becomes effective when this act
becomes law. Theemainder of this section becomes effective January 1, 2025.

SUBPART XI-H. DIVISION OF MEDIC AL ASSISTANCE (MEDIC AID)
MEDICAID ELIGIBILITY

SECTION 11H.1(a) Families and children who are categorically and medically
needy are eligible for Medicaid, subjdo the following annual income levels:

Categorically Medically
Family Needy Needy
Size Income Level Income Level
1 $ 5,208 $ 2,904
2 6,828 3,804
3 8,004 4,404
4 8,928 4,800
5 9,888 5,196
6 10,812 5,604
7 11,700 6,000
8 12,432 6,300

The Depament of Health and Human Services shall provide Medicaid coverage @nd9
20-yearolds under this subsection in accordance with federal rules and regulations. Medicaid
enrollment of categorically needy families with children shall be continuous foryeae
without regard to changes in income or assets.

SECTION 11H.1(b) For the following Medicaid eligibility classifications for
which the federal poverty guidelines are used as income limits for eligibility determinations,
the income limits will be updad each April 1 immediately following publication of federal
poverty guidelines. The Department of Health and Human Services, Division of Medical
Assistance, shall provide Medicaid coverage to the following:

(1)  All elderly, blind, and disabled people wimave incomes equal to or less

than one hundred percent (100%) of the federal poverty guidelines.

(2)  Pregnant women with incomes equal to or less than one hundred-simety
percent (196%) of the federal poverty guidelines and without regard to
resources.Services to pregnant women eligible under this subsection
continue throughout the pregnancy but include only those related to
pregnancy and to those other conditions determined by the Department as
conditions that may complicate pregnancy.

3) Infants un@r the age of one with family incomes equal to or less than two
hundred ten percent (210%) of the federal poverty guidelines and without
regard to resources.

(4) Children aged one through five with family incomes equal to or less than
two hundred ten peroé (210%) of the federal poverty guidelines and
without regard to resources.

(5) Children aged six through 18 with family incomes equal to or less than one
hundred thirtythree percent (133%) of the federal poverty guidelines and
without regard to resourse

The Department of Health and Human Services, Division of Medical Assistance,
shall also provide family planning services to men and women of childbearing age with family
incomes equal to or less than one hundred nifnetypercent (195%) of the federpbverty
guidelines and without regard to resources.
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SECTION 11H.1(c) The Department of Health and Human Services, Division of
Medical Assistance, shall provide Medicaid coverage to adoptive children with special or
rehabilitative needs, regardless of trdoptive familis income.

SECTION 11H.1(d) The Department of Health and Human Services, Division of
Medical Assistance, shall provide Medicaid coveragérdependent foster care adolescénts,
ages 18, 19, and 20, as defined in section 1905(w)(HeoSbcial Security Act (42 U.S.C. §
1396d(w)(1)), without regard to the adolesteassets, resources, or income levels.

SECTION 11H.1(e) The Department of Health and Human Services, Division of
Medical Assistance, shall provide Medicaid coverage to eomho need treatment for breast
or cervical cancer and who are defined in 42 U.S.C. § 1396a(a)(10)(A)(ii))(XVII).

MEDICAID ANNUAL REPO RT

SECTION 11H.2 The Department of Health and Human Services, Division of
Medical Assistance (Division), shall conteuahe publication of the Medicaid Annual Report
and accompanying tables. The Division shall publish the report and tables on its Web site no
later than December 31 following each State fiscal year.

PROVIDER APPLICATION AND RECREDENTIALING FEE

SECTION 11H.3. Chapter 108C of the General Statutes is amended by adding a
new section to read:
"8 108G2.1. Provider application and recredentialing fee.

(a) Each provider that submits an application to enroll in the Medicaid program shall
submit an application fe@he application fee shall be tkemof the amount federally required
andone hundred dollars ($100.00).

(b) The feerequired undesubsection (a) of this section shiadl charged to all providers
at recredentialing every five yedrs.

ADMINISTRATIVE HEA RINGS FUNDING

SECTION 11H.4. Of the funds appropriated to the Department of Health and
Human Services, Division of Medical Assistance, for administrative contracts and interagency
transfers, the Department of Health and Human Services (Departmentjastsdtit the sum of
one million dollars ($1,000,000) for the 202018 fiscal year and the sum of one million
dollars ($1,000,000) for the 202®19 fiscal year to the Office of Administrative Hearings
(OAH). These funds shall be allocated by the OAH fordiaiion services provided for
Medicaid applicant and recipient appeals and to contract for other services necessary to conduct
the appeals process. The OAH shall continue the Memorandum of Agreement (MOA) with the
Department for mediation services providea Medicaid recipient appeals and contracted
services necessary to conduct the appeals process. The MOA will facilitate the Defmrtment
ability to draw down federal Medicaid funds to support this administrative function. Upon
receipt of invoices from # OAH for covered services rendered in accordance with the MOA,
the Department shall transfer the federal share of Medicaid funds drawn down for this purpose.

ACCOUNTING FOR MEDIC AID RECEIVABLES AS N ONTAX REVENUE

SECTION 11H.5.(a) Receivables reserved #he end of the 2012018 and
20182019 fiscal years shall, when received, be accounted for as nontax revenue for each of
those fiscal years.

SECTION 11H.5.(b) For the 20172018 fiscal year, the Department of Health and
Human Services shall deposit frote revenues one hundred sikfour million seven hundred
thousand dollars ($164,700,000) with the Department of State Treasurer to be accounted for as
nontax revenue. For the 202819 fiscal year, the Department of Health and Human Services
shall depositfrom its revenues one hundred fortyne million six hundred thousand dollars
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($149,600,000) with the Department of State Treasurer to be accounted for as nontax revenue.
These deposits shall represent the return of General Fund appropriations, nonéveéers,

fund balances, or other resources from Stataed and Stateperated hospitals that are used

to provide indigent and nonindigent care services. The return from-&vaed and
Stateoperated hospitals to DHHS will be made from nonfederal reseumcan amount equal

to the amount of the payments from the Division of Medical Assistance for uncompensated
care. The treatment of any revenue derived from federal programs shall be in accordance with
the requirements specified in the Code of Federal Rggns, Title 2, Part 225.

VOLUME PURCHASE PLAN S AND SINGLE SOURCE PROCUREMENT

SECTION 11H.6. The Department of Health and Human Services, Division of
Medical Assistance, may, subject to the approval of a change in the State Medicaid Plan,
contract forservices, medical equipment, supplies, and appliances by implementation of
volume purchase plans, single source procurement, or other contracting processes in order to
improve cost containment.

ANNUAL ISSUANCE OF M EDICAID IDENTIFICATI ON CARDS

SECTION 11H.7. The Department of Health and Human Services (Department)
shall issue Medicaid identification cards to recipients on an annual basis with updates as
needed. The Department shall adopt rules, or amend any current rules relating to Medicaid
identificationcards, to implement this section.

LME/MCO OUT -OF-NETWORK AGREEMENTS

SECTION 11H.8(a) The Department of Health and Human Services (Department)
shall continue to ensure that local management entities/managed care organizations
(LME/MCOs) utilize an oubf-network agreement that contains standardized elements
developed in consultation with LME/MCOs. The -@itnetwork agreement shall be a
streamlined agreement between a single provider of behavioral health or
intellectual/developmental disability (IDD) se&ces and an LME/MCO to ensure access to care
in accordance with 42 C.F.R. § 438.206(b)(4), reduce administrative burden on the provider,
and comply with all requirements of State and federal laws and regulations. LME/MCOs shall
use the oubf-network agrement in lieu of a comprehensive provider contract when all of the
following conditions are met:

(1) The services requested are medically necessary and cannot be provided by
an innetwork provider.

(2)  The behavioral health or IDD providersite of servie delivery is located
outside of the geographical catchment area of the LME/MCO, and the
LME/MCO is not accepting applications or the provider does not wish to
apply for membership in the LME/MCO closed network.

(3)  The behavioral health or IDD providernst excluded from participation in
the Medicaid program, the NC Health Choice program, or other State or
federal health care program.

(4)  The behavioral health or IDD provider is serving no more than two enrollees
of the LME/MCO, unless the agreement @& fhpatient hospitalization, in
which case the LME/MCO may, but shall not be required to, enter into more
than five such oubf-network agreements with a single hospital or health
system in any 1-2nonth period.

SECTION 11H.8(b) Medicaid providers providg services pursuant to an

out-of-network agreement shall be considered a network provider for purposes of Chapter
108D of the General Statutes only as it relates to enrollee grievances and appeals.
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MEDICAID CONTINGENCY RESERVE
SECTION 11H.9.(a) Funds n the Medicaid Contingency Reserve established by
Section 12H.38 of S.L. 201400 shall be used only for budget shortfalls in the Medicaid
Program. These funds shall be available for expenditure only ap@ppropriation by act of
the General Assemblyt is the intent of the General Assembly to appropriate funds from the
Medicaid Contingency Reserve only if:
(1) The Director of the Budget, after the State Controller has verified that
receipts are being used appropriately, has found that additional fumds a
needed to cover a shortfall in the Medicaid budget for the State fiscal year.
(2)  The Director of the Budget has reported immediately to the Fiscal Research
Division on the amount of the shortfall found in accordance with subdivision
(1) of this subseatn. This report shall include an analysis of the causes of
the shortfall, such as (i) unanticipated enrollment and mix of enroliment, (ii)
unanticipated growth or utilization within particular service areas, (iii) errors
in the data or analysis used toject the Medicaid budget, (iv) the failure of
the program to achieve budgeted savings, (v) other factors and market trends
that have impacted the price of or spending for services, (vi) variations in
receipts from prior years or from assumptions useddpare the Medicaid
budget for the current fiscal year, or (vii) other factors. The report shall also
include data in an electronic format that is adequate for the Fiscal Research
Division to confirm the amount of the shortfall and its causes.
SECTION 11H.9.(b) Nothing in this section shall be construed to limit the
authority of the Governor to carry out his duties under the Constitution.

LME/MCO INTERGOVERNM ENTAL TRANSFERS

SECTION 11H.10 The local management entities/managed care organizations
(LME/MCOs) shall make intergovernmental transfers to the Department of Health and Human
Services, Division of Medical Assistance (DMA), in an aggregate amount of seventeen million
seven hundred thirtgix thousand nine hundred eigHiye dollars ($17,736,985) irthe
20172018 fiscal year and in an aggregate amount of eighteen million teggity thousand
two hundred seventeen dollars ($18,028,217) for the-2018 fiscal year. The amount of the
intergovernmental transfer that each individual LME/MCO is requioethake in each fiscal
year shall be as follows:

20172018 20182019
Alliance Behavioral Healthcare $2,994,703 $3,043,874
Cardinal Innovations Healthcare $4,118,912 $4,186,543
Eastpointe $2,011,858 $2,044,892
Partners Behavioral Health Management $1,913,83 $1,945,216
Sandhills Center $1,924,822 $1,956,427
Trillium Health Resources $2,457,426 $2,497,775
Vaya Health $2,315,471 $2,353,490

In the event that any county disengages from an LME/MCO and realigns with
another LME/MCO during the 2012019 fiscal bianium, DMA shall have the authority to
reallocate the amount of the intergovernmental transfer that each affected LME/MCO is
required to make, taking into consideration the change in catchment area and covered
population, provided that the aggregate amairhe transfers received from all LME/MCOs
in each year of the fiscal biennium are achieved.

EXPAND NORTH CAROLIN A INNOVATIONS WAIVER SLOTS
SECTION 11H.11 The Department of Health and Human Services, Division of
Medical Assistance, shall amend the thaCarolina Innovations waiver to increase the number
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of slots available under the waiver by 250 slots. These additional slots shall be made available
on January 1, 2018.

INCREASE PERSONAL CARE SERVICES RATE

SECTION 11H.12 Beginning January 1, 2018, th@epartment of Health and
Human Services, Division of Medical Assistance, shall increase to three dollars anefounety
cents ($3.94) the rate paid per-hinute billing unit for personal care services provided
pursuant to Clinical Coverage Policy 3L.

GRADUATE MEDICAL EDUC ATION MEDICAID REIMB URSEMENT

SECTION 11H.13(a) Beginning July 1, 2017, the Department of Health and
Human Services, Division of Medical Assistance, shall no longer be required to implement the
prohibitions on reimbursement for Gradeidledical Education payments required by Section
12H.23 of S.L. 201241, as amended by Section 88 of S.L. 20458.

SECTION 11H.13(b) No later than January 1, 2018, the Department of Health
and Human Services, Division of Medicaid Assistance (DMA), Istegort to the Joint
Legislative Oversight Committee on Medicaid and NC Health Choice and the Fiscal Research
Division on both the actual and forecasted total requirements less receipts of payments made
for the GME adebn to the DRG Unit Value (Base) rafeo the extent the total requirements
less receipts for these payments exceeds the ten million dollars ($10,000,000) appropriated for
this purpose in each year of the 2€A019 fiscal biennium, the Department shall identify the
reductions that are beingiplemented to cover any excess costs.

PLAN TO IMPLEMENT CO VERAGE FOR HOME VISI TS FOR PREGNANT
WOMEN AND FAMILIES W ITH YOUNG CHILDREN

SECTION 11H.14(a) It is the intent of the General Assembly to provide Medicaid
and NC Health Choice coverage for evidebased home visits for pregnant women and
families with young children designed to improve maternal and child health, prevent child
abuse and neglect, encourage positive parenting, and promote child development and school
readiness that are consistenthwihe model used by Nursamily Partnership. No later than
July 1, 2018, the Department of Health and Human Services, Division of Medical Assistance
(Department), shall begin providing Medicaid and NC Health Choice coverage for home visits
statewide or tftough a pilot program.

The Department shall develop a plan to implement changes necessary to provide

Medicaid and NC Health Choice coverage for home visits statewide or through a pilot program;
however, consistent witks.S.108A-54(e)(4), the Department it authorized to make any
changes to eligibility for the Medicaid or NC Health Choice programs. The plan shall detail the
design and scope of coverage for the home visits for pregnant women and families with young
children and include the identificatimf any State Plan Amendments or waivers that may be
necessary to submit to the Centers for Medicare and Medicaid Services.

SECTION 11H.14(b) No later than November 1, 2017, the Department shall

submit to the Joint Legislative Oversight Committee on Madiand NC Health Choice and
the Fiscal Research Division a report containing the following information:

(1) Asrequired by subsection (a) of this section, a copy of the plan to provide,
no later than July 1, 2018, Medicaid and NC Health Choice coverage fo
home visits statewide or through a pilot program.

(2) A detailed description of the coverage to be provided, including the
proposed service definition, the home visit schedule, the scope of the
covered service, and the anticipated reimbursement ragefaid.

(3) An analysis of the total fiscal impact of adding Medicaid and NC Health
Choice coverage for the home visits for pregnant women and families with
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young children. This shall include an outline of both costs and savings to the
Medicaid and NC He#lt Choice programs, as well as any savings to other
programs provided by the State.

(4) A description of how the Department intends to leverage any private funding
that may be currently utilized to provide coverage for eviddrased home
visits for pregnat women and families with young children.

(5)  Whether the Department intends to add this coverage pursuant to its
authority underG.S.108A-54(e) or whether additional appropriations are
required.

(6) Any plans to include pafor-success initiatives as paf the Medicaid and
NC Health Choice funding for the covered service.

(7)  An anticipated time line for the implementation of the Departimgan and
the submission of any necessary State Plan Amendments or waivers to the
Centers for Medicare and Medid Services.

NC TRACKS ENHANCEMEN TS TO PREVENT AND DETECT FRAUD, WASTE,
AND ABUSE

SECTION 11H.15 The Department of Health and Human Services (Department)
shall enhance the capability of the NC Tracks Medicaid Management Information System
(MMIS) to indude the ability to detect and prevent fraud, waste, and abuse prior to the
payment of claims. Program changes shall be made to MMIS to prevent claims payment to
providers when fraud, waste, or abuse is identified. The new capability required by this
subsetion shall utilize publicly available data regarding Medicaid providers and recipients. For
this new capability, the Department shall establish criteria for the identification of suspicious
claims, suspicious patterns of activity, or both without preiatproviders or recipients for
review. Claims or patterns of activity identified by this new capability shall be evaluated
utilizing a combination of automated and manual processes to determine the validity of the
suspected fraud, waste, or abuse prothe issuance of any payment to the provider for the
suspicious claims.

The new capability required by this subsection shall be implemented utilizing
existing MMIS contracts no later than 120 days after this section becomes law. Nothing in this
section kall be construed to change or limit any current laws or rules regarding prompt
payment to providers or provider prepayment claims review.

DURATION OF MEDICAID AND NC HEALTH CHOICE PROGRAM
MODIFICATIONS
SECTION 11H.16 Except for eligibility categoriesra income thresholds and
except for statutory changes, the Department of Health and Human Services shall not be
required to maintain, after June 30, 2019, any modifications to the Medicaid and NC Health
Choice programs required by this Subpart.

MEDICAID T RANSFORMATION TECHNI CAL AND CLARIFYING C HANGES
SECTION 11H.17(a) Section 4 of S.L. 201245, as amended by Section 2(b) of
S.L. 2016121, reads as rewritten:
"SECTION 4. Structure of Delivery Systeni. The transformed Medicaid and NC Health
Choice progrmns described in Section 1 of this act shall be organized according to the
following principles and parameters:

e

(4)  Services covered by PHPS$. Capitated PHP contracts shall cover all
Medicaid and NC Health Choice services, including physiealth serices,
prescription drugs, lonterm services and supports, and behavioral health
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services for NC Health Choice recipients, except as otherwise provided in

this subdivision. The capitated contracts required by this subdivision shall

not cover:

e

d. Audiology, speech therapy, occupational therapy, physical therapy,
nursing—and-psychological-servicesprescifmdices documented
in an Individualized Education Program (IEP) apeérfermed-by
sehools—or-individuals—contracted—wpttovided or billed byl ocal
Eduation Agencies.

e. Services providedlirectlyand billedby a Childrefs Developmental

Services Agency (CDSAprby—aprovider—under—contract-with a
CDSA if the service is authorized through the CDSA attichtsare

included on the child Individualized Fay Service Plan.

é .II
SECTION 11H.17.(b) G.S.143B-216.80(b)(1) reads as rewritten:
"(1) Employees of the Division of Health Benefits shall not be subject to the

North Carolina Human Resources Act, except as provided in

5.S.1265(c1)}(31)G.S.126-5(c1)(B)."

NOTICE OF PROGRAM RE IMBURSEMENT AS BASIS FOR RECOUPMENT OF
OVERPAYMENTS
SECTION 11H.18(a) G.S.108G2 is amended by adding a new subdivision to

read:
"(8a) Notice of program reimbursemernit. The written notice reflecting the
Departmeris final detemination of the total amount of reimbursement, if
any, due to either the provider or the Department following receipt of a
providets annual Medicaid or Health Choice cost report or amended
Medicaid or Health Choice cost report where permitted or required
SECTION 11H.18(b) G.S.108GH5 reads as rewritten:
"8 108G5. Payment suspension and audits utilizing extrapolation.

(@ The Department may suspend payments to a provider in accordance with the
requirements and procedures set forth in 42 C.F.R. 8355.

(b) In addition to the procedures for suspending payment set forth at 42 C.F.R. 8
455.23, the Department may also suspend payment to any provider that (i) owes a final
overpayment, assessment, or fine to the Department and has not entered into aedappro
payment plan with thebepartmentor—Department (i) owes the Department an amount
identified on a notice oprogramreimbursement, regardless of whether the amoweidis a
final overpaymentwhether the provid&s appeal rights have been exhaustedyhether any
review of theamount oweds pending; or(ii) has had its participation in the Medicaid or
Health Choice programs suspended or terminated by the Department. For purposes of this
section, a suspension or termination of participation does becbme final until all
administrative appeal rights have been exhausted and shall not include any agency decision that
is being contested at the Department or the Office of Administrative Hearings or in Superior
Court provided that the Superior Court hastered a stay pursuant to the provisions of
G.S.150B48.

(© For providers who owe a final overpayment, assessment, or fine to the Department,
the payment suspension shall begin the tHirst day after the overpayment, assessment, or
fine becomes fina The payment suspension shall not exceed the amount owed to the
Department, including any applicable penalty and interest charges.

(cl) Notwithstanding subsection (c) of this sectiomr fproviders who owethe
Departmentan amount identified on a noticé programreimbursement, the Department shall
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suspend payments to the provider immediately upon issuance of the notm®godm
reimbursementPayments shall be suspended as required by this subseetiardless of
whether the amount owed is a finaleopayment, whether the providelappeal rights have

been exhausted, or whether amgview of the amount oweds pending.The payment
suspension shall not exceed the amount owed to the Department, including any applicable
penalty and interest charges.

(d)  Providers whose participation in the Medicaid or Health Choice programs has been
suspended or terminated shall have all payments suspended beginning on ttiesthitdy
after the suspension or termination becomes final.

(e)  The Department shall consulith the N-C—Departments—of Freasury-aRevenue
Department of State Treasurer, the Department of Revandepther State departments and
agencies to determine if a provider owes debts or fines to the State. The Department may
collect any of these debtsved to the State subsequent to consideration by the Department of
the financial impact upon the provider and the impact upon access to the services provided by
the provider.

() When issuing payment suspensions in accordance with this Chapter, theri@epart
may suspend payment to all providessich-that share the same IRS Employee Identification
Number or corporate parent as the provider or provider site locaha-that owes the final
overpayment, assessment, favefine, or that owesthe amountidentified on the notice of
program reimbursementThe Department shall give 30 days advance written notice to all
providerswhich-that share the same IRS Employee Identification Number or corporate parent
as the provider or provider site location of theeimion of the Department to implement a
payment suspension.

(g0 The Department is authorized to approve a payment plan for a provider to pay a
final overpayment, assessment, or fine including interest and any penalty. The payment plan
canr-may include a tem of up to 24 months. The Department shall establish in rule the
conditions of such provider payment plans. Nothing in this subsection shall prevent the
provider and the Department from mutually agreeing to modifications of a payment plan.

(h)  All paymentssuspended in accordance with this Chapter shall be applied toward
any final overpayment, assessment, or fine owed toBepartmenDepartment and any
amount owedo the Departmerthat was identified on a notice pfogramreimbursement.

6

SECTION 11H.18.(c) This section becomes effective October 1, 2017, and applies
to notices of program reimbursement issued on or after that date.

PREPAYMENT CLAIMS RE VIEW MODIFICATIONS
SECTION 11H.19(a) G.S.108G7 reads as rewritten:

"8 108G7. Prepayment claimgeview.

€) In order to ensure that claims presented by a provider for payment by the
Department meet the requirements of federal and State laws and regulations and medical
necessity criteria, a provider may be required to undergo prepayment claims bgvibe
Department. Grounds for being placed on prepayment claims review shall include, but shall not
be limited to, receipt by the Department of credible allegations of fraud, identification of
aberrant billing practices as a resultmfestigationssrinvestigations, datanalysis performed
by the BepartmentDepartment, the failure of the provider to timely respond to a request for
documentationmade by the Department or one of #gthorized representativesr other
grounds as defined by the Departmiaentule.

(b) Providers shall not be entitled to payment prior to claims review by the Department.
The Department shall notify the provider in writing of the decision and the process for

submitting claims for prepayment claimeview-no—less—thanr—20—calendalays—prior—to
instituting-prepayment-claimeview. The written notice shall be depositdilst-class postage
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prepaid,in the United States madnd addressedo the most recentaddress given by the
provider to the Department. The prepayment claimsevewhall be instituted no less than 20
calendar days from the date of theailing of written notification.The notice shall contaiall of
the following:

(4) A specific list of all supporting documentation that the provider will need to

submiteentemporaeously-with-thdo the prepayment review vendor for all

claims thatwil-be-aresubject to the prepayment claims review.

é

(d)  The Department shall process all clean claims submitted for prepayment review
within 20 calendar days esubmission-by-the-pregerreceipt of the supporting documentation
for each claim by the prepayment review vendds.be considered by the Department, the
documentation submitted must be complete, leqgible, and clearly idémdifyrovider to which
the documentation applie the provider failed to provide any of the specifically requested
supporting documentation necessary to process a claim pursuant to this section, the Department
shall send to the provider written notification of the lacking or deficient documentation within
15 calendar days etceipt-of-such-¢clainhe due date of requested supporting documentation.
The Department shall have an additional 20 days to process a claim upon receipt of the
documentation.

(e)  The provider shall remain subject to the prepaymeirnelaeview process until the
provider achieves three consecutive months with a minimum seventy percent (70%) clean
claims rataate, provided that the humber of claims submitted per month is no less than fifty
percent (50%) of the providseraverage monthihgubmission of Medicaid claims for the
threemonth periodorior to the provide's placemenbn prepayment reviewt a provider does
not submit anyglaimsfollowing placement on prepayment review in any given month, titeen
claims accuracy ratinghall bezero percent (0%) foeachmonth in which no claims were
submitted If the provider does not mettis—standardhe seventy percent (70%) clean claims
rate minimum requirementor three consecutive monthgthin six months of being placed on
prepayment @ims review, the Department may implement sanctions, including termination of
the applicable Medicaid Administrative Participation Agreement, or continuation of
prepaymentreview-for—an—additional-sbmonth—periodeview. The Department shall give
adequateadvance notice of any modification, suspension, or termination of the Medicaid
Administrative Participation Agreementr—no—instance—shallprepayment—elaims—review
continue longer than 12 months.

Prepayment claims review shall not continue longer thacoB4ecutivanonths unless the
Department has initiated the termination or other sanction of the prandetheprovider has
appealedhat termination or sanctioff the Department has initiated the termination or other
sanction of the provider and tipeovide has appealed that termination or sanctitven the
provider shall remain on prepayment review uttig final disposition of the Departmést
termination or other sanction tife provider.

(el) Failure of a provider to meet tlseventy percent70%) clean claims rateninimum
requirementmay result in_a termination actioA terminationaction taken shall reflect the
failure of the provider to meet the seventy percent (70%) clean claims rate minimum
requirementand shall result inexclusion ofthe provider from future participationn the
Medicaid programlf a provider fai$ to meet the seventy percent (70%) clean claims rate
minimum requiremenand subsequently requsst voluntary termination, the terminatighall
reflectthe provide's failureto successfully completgepayment claims review aistiall result
in exclusion of the provider from future participation in the Medicaid program.

(e2 A provider shall not withhold claims to avoid the claims review process. Any claims
for services pvided during the period of prepayment review may still be subject to review
prior to payment regardless of the date the claims are submaittedegardless of whethtre
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provider has beentaken off of prepayment review for any reason, includiatiaining a
minimum_of seventy percent70%) clean claims rate fothree consecutive monthsthe
expiration of the 24nonth time limit or the termination othe provider.

() The decision to place or maintain a provider on prepayment claims review does not
constitutea contested case under Chapter 150B of the General Statutes. A provider may not
appeal or otherwise contest a decision of the Department to glavaintaina provider on
prepayment review.

(Q) If a provider elect to appeal the Departmeénidecision tornpose sanctiongn the
provideras a result of the prepayment revipmcesdo the Office of Administrative Hearings,
then the provider shall have 45 days from the date that the appeal is filed to submit any
documentation or recordeataddress or challge the findings of the prepayment reviée
Department shall not review, and the administrative law judge shall not admit into evidence,
any documentation or records submitted by the provider after tdayl8eadline. In order for
a provider to meetstburden of proof undegs.S.108G12(d) that a prior claim denial should
be overturned, the provider must prove that (i) all required documentation was provided at the
time the claim was submitted and was available for review by the prepayment review vendo
and (ii) the claim should not have been denied at the time of the \&emdgal review'

SECTION 11H.19(b) This section becomes effective October 1, 2017, and applies
to providers who are placed on prepayment review on or after that date and notites
provided to providers on or after that date.

MEDICAID ELIGIBILITY MONITORING

SECTION 11H.20(a) Article 2 of Chapter 108A of the General Statutes is
amended by adding a new section to read:
"8 108A55.5. Eligibility monitor_ing for medical assitance

(@) On at least a quarterly basis, the Department shall review information concerning
changs in circumstances that may affeoedical assistandeeneficiarieseligibility to receive
medicalassistanc®enefits The Department shall share the imi@tion directly with, or make
the informationavailable to, the county department of social servited determined the
beneficiarys eligibility .

(b)  The information reviewed by the Department shall include all of the following:
Earned and unearnegciome.

Employment status and changes in employment.

Residency status.

Enroliment status in oth&tateadministered public assistance programs.
Financial resources.

Incarceration status.

Death recors.

Lottery winnings

Enrdiment status in public assistance programs outside oSthis.

(c) A county department of social services shall promptly review the information
provided or made available by the Department in accordance with subsection (a) of this section
to determindf the informationindicates a change in circumstances that may aftestedical
assistancédeneficiarys eligibility to receivemedical assistanckeenefitsand takeone ofthe
following actions:

Q) If a review of the information does not result in theitty department of
social services finding a discrepancy or change ainbeneficiaris
circumstances thahay affect thatbeneficiarys eligibility to receivemedical
assistancdenefits, the county department of social services shall take no
further action

CRREEERRE
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(2) If a review of the informatiomloesresult in the county department of social
services finding a discrepancy or change ibemeficiarys circumstances
that may affecthat beneficiar'g eligibility for medical assistance benefits
the county departemt of social services shall provide written notice to the
beneficiary that describes in sufficient detail the circumstances of the
discrepancy or change in circumstances that walfflect the beneficiar\s
eligibility for medical assistance benefitfhe notice mustinclude the
following information:

a. The beneficiary will havd 0 business days from the time of mailing
to respond.

b. A response from the beneficiary must be in writing

C. Self-declarations made by the beneficiary will not be accepted as

verification of information in the response
d. The consequences of taking no action.
(d)  After theexpiration of10business days from the time of mailing the notice required
under subsectiorc) of this section, the county department of social servicdttaka one of
thefollowing actiors.
1) If abeneficiarydid notrespond to the notice, the county department of social
services shaltedetermine the beneficiasyeligibility for medical assistance
benefis andprovidethe beneficiarywith proper notie underG.S.108A-79.
(2) If a beneficiaryresponds to the notice and disagrees withirif@mation in
the notice the county department of social services shall reinvestigate the
matterand take one of the following actions:
a. If the county departmentf social servicesletermineghat there has
been an error and thieeneficiarys eligibility to receive medical
assistanceébenefitsis not affected then no further action shall be
taken.
b. If thecounty department of social services determines that ihee
error, the county department of social serviskall redetermine the
beneficiarys eligibility for medical assistance bensfdnd provide
the beneficiary with proper notice underS.108A-79.
3) If a beneficiaryresponds to the notice amdnfirms the information in the
notice is correct then the county department of social servicsisall
redetermine the beneficiasyeligibility for medical assistance bensfand
provide the beneficiary with proper notice une6.108A-79.
If, at any time afér receivinga beneficiarls response tdhe notice, the county department
of social services determines that there is a risk of fauthisrepresentation or agequate
documentation, the the county department of social servicesiay request additional
documentation from thbeneficiary
(e Nothing in this section shafireclude the Department or any county department of
social services from receiving or reviewing additional information relateal beneficiaris
eligibility for medicalassistancéenefis that isobtained in a manner other than that provided
for under this sectiah
SECTION 11H.20(b) The Department of Health and Human Services may sign a
memorandum of understanding with any department, agency, or division of the State to obtain
informaton concerning individuals enrolled in Medicaid that indicates a change in
circumstances that may affect the individualégibility to receive Medicaid benefits under
G.S.108A-55.5(a).

SECTION 11H.20(c) The Department of Health and Human Serviceay
contract with one or more vendors to provide informationcerning individuals enrolled in
Medicaid that indicates a change in circumstances that may affect the indivitigdigity to

Q
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receive Medicaid benefits und&.S.108A-55.5(a). The quarterly ost, net of receipts, of a
contract entered into under this subsection must be less than the cost of claims, net of receipts,
for the preceding quarter for individuals identified.

SECTION 11H.20(d) The Department of Health and Human Services
(Departmentkshall consider joining any multistate cooperative to identify individuals who are
also enrolled in public assistance programs outside of this State, including the National
Accuracy Clearinghouse. No later than October 1, 2017, the Department shalltoefiwt
Joint Legislative Oversight Committee on Medicaid and NC Health Choice findings that
explain the reasons for joining or not joining any multistate cooperative, and, if a determination
has been made to join the multistate cooperative, a date whelnemséip is expected.

SECTION 11H.20(e) Subsection (a) of this section becomes effective January 1,
2018. The remainder of this section is effective when this act becomes law.

MEDICAID ELIGIBILITY DETERMINATION TIMELI NESS REPORTING

SECTION 11H.21 Part10 of Article 2 of Chapter 108A of the General Statutes is
amended by adding a new section to read:
"§ 108A-70.43. Reporting.

No later than March 1 of each yedine Department shall submit a report for thréor
calendaryear to the Joint Legislative Ongight Committee on Medicaid and NC Health
Choice, the Joint Legislative Oversight Committee on Health and Human Services, and the
Fiscal Research Division containing the following information:

(1) The annual statewide percentage of Medicaid applicationsepsed in a
timely manner for the fiscal year.

(2) The statewide average number of days to process Medicaid applications for
each month in the fiscal year.

(3) The annual percentage of Medicaid applications processed in a timely
manner by each county dmpment of social services for the fiscal year.

(4) The average number of days to process Medicaid applications for each
month for each county department of social services.

(5) The number of months during the fiscal year that each county department of
sodal services met the timely processing standaraterG.S.108A-70.38.

(6) The number of months during the fiscal year that each county department of
social services failed to meet the timely processing standandier
G.S.108A-70.38.

(7) A description dall corrective action activities conducted thye Department
and county departments of social services in accordance with
G.S.108A-70.36.

(8) A description of howthe Departmenplans to assist county departments of

social services in _meeting timely messing standards for Medicaid
applications, for every county in which the performance metrics for
processing Medicaid applications in a timely manner do not show significant
improvement compared to the previous fiscal year.

SUPPORT IMPROVEMENT IN THE AC CURACY OF MEDICAID E LIGIBILITY
DETERMINATIONS
SECTION 11H.22(a) G.S.108A-25(b) reads as rewritten:
"(b) The program of medical assistance is established as a program of public assistance
and shall be administered by Department of Health and Humaméeesin accordance with
G.S.108A-54. Medicaideligibility administrationmay be delegated tdhe county departments

of social services under rules adopted by the Department of Health and Human Services.
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